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ELECTRICAL RESEARCH STATISTICS 
THE ELECTRIC LIGHT AND POWER INDUSTRY 
Current Statistical Data Covering 100 Per Cent of Industry 
(Includes Investor-Owned Companies, Cooperatives, and Government-Owned Utilities) 
May, 1955-1956 
SOURCE AND DISPOSAL OF ENERGY—MONTH OF MAY 
1956 1955 yA 
NET GENERATION* (Kwhrs in Thousands 
By Fuel Burning Plants.......... 37,385,059 33,539,084 +11.5 
By Water Power Plants.. 11,700,887 9,814,825 +19.2 
Total Generation 49,085,946 43,353,909 +13.2 
Add—Net Imports Over International Boundari 267,222 449 070 —40.5 
Les s—Company Us se ; 123,832 122,598 + 1.0 
Less—Energy Used by Producer 1,183,004 966,551 +19.3 
Net — for Distribution 48,076, 332 42,713,830 +12.6 
Lost and Unaccounted for 5,317,911 1,479,268 +18.7 
Sales to Ultimate Customers 42,758,421 38 1234, 562 +11.8 
CLASSIFICATION OF SALES 
NUMBER OF CUSTOMERS—As of May 3ist 
Residential or Domestic 14,867,045 43,633,994 + 2.8 
Rural (Distinct Rural Ra 1,668,891 1,624,217 + 2.8 
Commercial or Ind rial: 
Small Light and P 6.084.486 6,006,003 + 4.3 
Large Ligh 289,981 279,801 + 3.6 
Other Customers. . 171,064 167.840 ao a 
Total Ultimate Customers 53,081,466 51,711,855 + 2.6 
KILOWATTHOUR SALES—During Month of May 
(Kwhrs in Thousands 
Residential or Domesti 10,361,03 9,208,439 +12.5 
Rural (Distinct Rural Ra 876,035 879,068 — 0.4 
Commercial or Industrial 
Small Li igt ht ( 84,537 6,239,791 T 8.7 
Large Light 23,089,365 20,354,249 +13.4 
Street an = Simp 340,588 314,362 + 8.3 
Otl what Aut ies 899 013 824,427 + 9.0 
Railw an “er Railroads: 
Steet and Interurban Railw 194,204 203,973 — 4.8 
Electrified Railroad 164,851 161,030 + 2.4 
Interdepartmental 48,792 49,223 — 0.9 
Total to Ultimate Customers 42,758,421 38,234,562 ery 8 
Revenue from Ultimate Customers (Thousands $697,745 $638,147 + 9.3 
RESIDE NTIAL OR DOMESTIC SERV IC E 
AVERAGE CUSTOMER DATA—For 12 months ended 
May 31, 1956 
Kilowatthours per Ci MStOME 0.066000 2,858 2,637 + 8.4 
Average Annual Bill............. $74.88 $70.41 + 6.3 
Revenue per Mibseecidtoos s ehocae Wade 2.62¢ 2.67¢ — 1.9 
* By courtesy of the Federal Power Commission. 
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BULLETIN 


Historical Background and Practical Effects 


of the Preference Clause 


By Francis F. Hill 
Partner, Smith, Gray, Hill & Rodgers 


Presented at the First Annual Water Resources Conference of Montana State University, Missoula, Mont., July 20, 1956 


HE history of the preference 

clause is a history of legislation. 

In a very real sense it is also a 
record reflecting the strength and 
weakness of the public power move- 
ment over the past fifty years. 

The preference clause has_ been 
staunchly defended at every stage of 
the game as the continuation of a pol- 
icy first established by Congress a 
half century ago. Characteristic is the 
dissent of Commissioner Holifield 
from the sharp criticism of the pref- 
erence clause voiced by the Hoover 
Commission Task Force: 

“It is curious how insistent the 
commission is on following the pri- 
vate utility line in the face of con- 
gressional policies which have de- 
creed in no less than 15 basic 
statutes since 1906, by the commis- 
sion’s own count, that public agen- 
cies should have preference in pur- 
chasing power from the federal 
agencies.” 

This would imply that during these 
years there has been some definite 
congressional policy which has _ re- 
mained more or less constant over the 
years. This is not borne out by his- 
tory. The fact of the matter is that 
there have been many different pref- 
erence clauses and many different 
kinds of preference in many different 
statutes. As we shall discover as we 
analyze these statutes, there never has 
been a consistently uniform preference 
clause nor a consistently uniform in- 
terpretation of the preference clause 
—nor for that matter has it ever at- 
tained a consistently uniform mean- 
ing. Like Humpty Dumpty in Lewis 
Carroll’s delightful Alice in Wonder- 





“The Preference Clause” was the sub- 
ject of the first annual Water Resources 
Conference of Montana State University 
held at Missoula, Montana, July 20 and 
21. Speakers at the Conference were 
Messrs. Francis F. Hill, and Edwin Ven- 
nard and Prof. A. J. G. Priest on one 
side of the debate, and Messrs. Gus Nor- 
wood, Executive Secretary of the North- 
west Public Power Association, Lawrence 
Potamkin, Secretary of Lawyers’ Commit- 
tee of NRECA, and Leland Olds of Energy 
Research Associates. 

The formal addresses of Messrs. Hill 
and Vennard and Prof. Priest are printed 
as a group in this issue as a contribution 
to the greater understanding of the his- 
and results of the 


tory, applications 


Preference Clause. 





land, the preference clause has unfor- 
tunately come to mean only what a 
particular person intends it to mean— 
nothing more nor less. 

This very uncertainty has permitted 
those responsible for administering the 
preference clause to shape it to their 
own ends. No one can overlook its im- 
pact upon power development, nor ig- 
nore its effect upon the policies of our 
government. Yet it continues to be 
widely misunderstood. The passing 
years have not resolved these uncer- 
tainties, and the preference clause re- 
mains as much a matter of controversy 
today as it was a generation ago. 


The years 1906-1928: 
The history of the preference pro- 
vision begins with the Reclamation 


Act of 1906. This Act provided that 
when power development was neces- 
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sary for the irrigation of lands, or op- 
portunity was afforded for develop- 
ment of power under the Reclamation 
Act of 1902, the Secretary of the In- 
terior could lease any surplus if it did 
not impair the efficiency of the project. 
Section 5 authorized the lease of sur- 
plus power or power privilege for a 
period not to exceed ten years, “giving 
preference to municipal purposes.’’! 
Since this is the first preference 
clause to be found in any Federal leg- 
islation, it deserves careful considera- 
tion. In view of its importance today, 
we should expect to find that this par- 
ticular clause had been given most 
careful consideration by Congress. 
Strangely enough, this is not the case. 
Neither the Senate nor the House 
Committees held hearings on the legis- 
lation and the reports of the Commit- 
tees contain no reference to the pref- 
erence provision. The provision was 
not in the bill when it passed the Sen- 
ate, but appeared in the bill reported 
by the House Committee on irrigation 
of arid lands. Unfortunately, neither 
house engaged in much debate on the 





"34 Stat. 116; approved April 16, 1906; 
“Sec. 5. That whenever a development 
of power is necessary for the irrigation 
of lands under any project undertaken 
under the said Reclamation Act, or an 
opportunity is afforded for the develop- 
ment of power under any such project, 
the Secretary of the Interior is author- 
ized to lease for a period not exceeding 
ten years, giving preference to municipal 
purposes, any surplus power or power 
privilege, and the moneys derived from 
such leases shall be covered into the rec- 
lamation fund and be placed to the credit 
of the project from which such power is 
derived: Provided, That no lease shall be 
made of such surplus power or power 
privilege as will impair the efficiency of 
the irrigation project.” 
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bill so it cannot be determined what 
Congress had in mind when it included 
the preference provision in the Act. 

There seems to be little doubt that 
in this particular Act Congress was 
primarily concerned with irrigation, 
not power. Indeed, only six years later 
the National Waterways Commission 
indicated that hydroelectric power 
might become important only when 
the supply of coal was exhausted.* 
Subsequently, in 1911, another Rec- 
lamation Act was passed containing an 
identical preference provision without 
debate or comment so far as this clause 
is concerned.* 

Actually, we do not know who spon- 
sored the first preference provision. 
There is some reason to believe that 
Gifford Pinchot may have been re- 
sponsible for the inclusion of the pref- 
erence provision in the 1906 Act, or 
possibly other lesser known conserva- 
tists and anti-monopolists of the time 
may have been responsible. Williarn 
Randolph Hearst, who was then a 
member of the House of Representa- 
tives and also of the Committee on 
irrigation of arid lands that consid- 
ered the 1906 Act, is another possi- 
bility.* 

With as much reason, we might 
suggest that the early preference pro- 
vision was inspired by language of a 
New York statute passed in 1905 
which prohibited municipalities from 
building and operating for other than 
“municipal purposes” gas or electric 
systems for lighting purposes, with- 
out a certificate from the State Gas 
Commission.” This particular statute 
had been construed by the Supreme 
Court of New York in January of 1906 
and hence may have been quite fresh 
in the public mind.® 

Whatever may have been its origin, 
the original preference clause gave 
preference only to the use and not to 
the user of surplus power. The lan- 
guage “municipal purposes” in those 
days, as today, meant public or gov- 
ernmental purposes as distinguished 
from private purposes.*? Preference in 





*S. Doc. 469, 62d Congress, 2d Sess., 
O. 61. 

*Reclamation Act of Feb. 24, 
(36 Stat. 930). 

*“Early History 
Clause,” prepared 
Power Company. 

* Laws 1905, p. 2096, Ch. 737, Sec. 11. 

* Potsdam Electric Light & Power Co. 
v. Village of Potsdam, 97 N.Y.S. 190 
41906). 

*27 Words and Phrases, 807-811. 
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the sale of surplus power for munici- 
pal purposes simply meant that the 
public services of the community, 
whether provided by public or private 
agencies, were to be favored over 
other uses of surplus power. 

The first official interpretation of 
the preference clause was given in 
1913 by the Acting Attorney General, 
who stated that the disposal of surplus 
power in the 1906 Act was clearly sub- 
ordinate to the irrigation project pro- 
ducing it and that surplus power 
should be disposed of for municipal 
purposes only where it was as advan- 
tageous to the project as other uses 
would be.S This marks the beginning 
of the doctrine that preference is to 
be given in certain circumstances only 
where all other things are equal. 

In 1913, Congress enacted the 
Raker ‘“Hetch Hetchy” Act under 
which the City of San Francisco was 
authorized to use natural park land 
for a storage reservoir as part of its 
water supply system. Section 6 pro- 
hibited the city from ever selling or 
letting to any corporation or individ- 
ual, except a municipality or munici- 
pal water district or irrigation dis- 
trict, the right to sell the water or the 
electric energy which might be devel- 
oped in connection with the water 


€ 


system.” 





*30 Op. Atty. Gen. 197: “The act of 
1906 directs the Secretary, in making 
leases of surplus power, to give prefer- 
ence to municipal purposes; but it is 
obvious that this direction could not have 
been intended to interfere with what is 
plainly the dominant purpose of the leg- 
islation, viz., to dispose of the power in 
each case for the best advantage of the 
irrigation project that produces it. 

“The duty to prefer municipal pur- 
poses in the making of leases is second- 
ary and incidental. If, where a surplus of 
power became available, opportunities 
should occur to dispose of it for munici- 
pal uses, and the terms offered in return 
were at least as advantageous to the 
project as the terms offered in behalf of 
other uses, it would be the duty of the 
Secretary to make the lease for the 
municipal uses, but not so if, in his judg- 
ment, the contract would prove more 
profitable if made in the other way.” 

*38 Stat. 242; approved December 19, 
1913: “Sec. 6. That the grantee is pro- 
hibited from ever selling or letting to 
any corporation or individual, except a 
municipality or a municipal water dis- 
trict or irrigation district the right to 
sell or sublet the water or the electric 
energy sold or given to it or him by the 
said grantee: Provided, That the rights 
hereby granted shall not be sold, assign- 
ed, or transferred to any private person, 
corporation, or association, and in case 
of any attempt to so sell, assign, transfer, 
or convey, this grant shall revert to the 
Government of the United States.” 
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The House Committee, in reporting 
on the Act, stated that the provision 
was included without acquiescence of 
the city to prevent a monopoly or pri- 
vate corporation from obtaining con- 
trol of the water system of San Fran- 
cisco. Since the Act was primarily de- 
signed for the benefit of the City of 
San Francisco in the first place, the 
prohibition against disposing of elec- 
tric energy from the project except to 
another municipal corporation of some 
kind did not constitute a preference 
as we understand it today. 


Creation of FPC 

A preference provision is 
found in the Federal Water Power 
Act of 1920. This Act created the 
Federal Power Commissjon ane em- 
powered it to issue licenges for hydro 
projects on navigable stréams and to 
regulate rates, services and securities 
of the licensees.!” 


next 


When the bill was being considered 
in the House, Representatives Dore- 
mus and Humphreys submitted an 
amendment providing that, if there 
was more than one application for a 
license, the Commission should give 
preference to states and municipal- 
ities, provided that their plans were 
at least as equally well adapted to con- 
serve and utilize public interest in 
navigation and water resources of the 
region. Where only private applicants 
were involved, preference was to be 
given to the applicant whose plans: 
were best adapted to develop, conserve 
and utilize in the public interest the 
navigation or water resources of the 
region.!! 


The philosophy of the preference 


"41 Stat. 
1920. 

“See. 7. That in issuing preliminary 
permits hereunder or licenses where no 
preliminary permit has been issued and 
in issuing licenses to new licensees under 
section 15 hereof the Commission shall 
give preference to applications therefor 
by States and municipalities, provided 
the plans for the same are deemed by 
the Commission equally well adapted, or 
shall within a reasonable time to be fixed 
by the Commission be made equally well 
adapted, to conserve and utilize in the 
vublic interest the navigation and water 
resources of the region; and as between 
other applicants, the Commission may 
give preference to the applicant the 
plans of which it finds and determines 
are best adapted to develop, conserve, 
and utilize in the public interest the 
navigation and water resources of the 
region, if it be satisfied as to the ability 
of the applicant to carry out such plans.” 
(41 Stat. 1063; approved June 10, 1920.) 


1063; approved June 10, 
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clause in this Act seems to follow 
quite closely that expressed by the 
Acting Attorney General in his opin- 
ion on the 1906 Act. When all things 
are otherwise equal, a governmental 
body is to be preferred over a private 
organization, but the public interest 
is to be at all times paramount and a 
license is to be given a private con- 
cern rather than a governmental body 
where the public interest so demands. 

Again, in the Salt River Reclama- 
tion Project Act, surplus power devel- 
oped from the project was to be dis- 
posed of by the Secretary of the Inte- 
rior “giving preference to municipal! 
purposes.”!* As in the 1906 Act, pref- 
erence was accorded a class of service 
rather than a particular class of cus- 
tomers, irrespective of whether fur- 
nished by a public or private agency. 


Hoover Dam-Boulder Canyon Act 

This then brings us to the Hoover 
Dam-Boulder Canyon Project Act 
passed in. 1928 after many years of 
negotiations and debate.'!* Section 5 
directed the Secretary of the Interior 
to resolve conflicting applications with 
due regard to the public interest and 
in conformity to the Federal Water 
Power Act, but with preference being 
given first to a state for the genera- 
tion or purchase of power for use in 
the state. Actually, power generated 
from this project was sold to munici- 
palities and private companies largely 
in southern California. 

Both House and Senate reports on 
the bill stated that power was to be 
allocated among states, political sub- 
divisions, municipalities and private 
companies so as to avoid monopoliza- 
tion by any one or more agencies. 

In the official government publica- 
tion, the Hoover Dam Documents, the 
preference clause is explained: “In the 
event of conflicting applications the 
Act established standards of prefer- 
ences.” Again, it must be pointed out 
that this Act, as in the 1906 and 1920 
Acts, authorized preference in the dis- 
position of power only where the over- 
all public interest was otherwise 
equally as well served.!4 

During the period from 1906 to 1938, 
these various acts gave preference at 
first to certain kinds of uses of power, 





* 42 Stat. 847; approved September 18, 
1922. 

“45 Stat. 
21, 1928. 

See for example, House Report 918, 
70th Congress. 


1057; approved December 
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and later to certain classes of users 
where justified in the public interest. 
Preferences did not become manda- 
tory but were to be recognized only 
where all other relevant facts were 
equal. 


Considerations of Public Interest 

These early statutes offer little com- 
fort to present-day advocates of a 
preference clause who insist upon 
their absolute right to power from 
government projects without regard 
to the general public interest. Where 
only a limited supply of power is avail- 
able, there is at least rational basis for 
giving preference to services closely 
related to the public peace, health and 
safety, such as lighting public streets 
and buildings, pumping water, or per- 
haps hospitals or emergency require- 
ments, particularly when it makes no 
difference whether these services are 
supplied by publicly-owned or pri- 
vately-owned utility systems. 

So, also, I think we can agree that 
any statute which makes the prefer- 
ence subordinate to considerations of 
general public interest would be less 
objectionable than one granting pref- 
erence as a matter of right regardless 
of other considerations. But in saying 
this I want to make my position clear. 
As a matter of principle, I do not be- 
lieve our government can ever be jus- 
tified in giving one special class of its 
citizens preference over others in the 
sale of power. I think such a policy 
is wrong. 


Device to Advance Socialism 
As this period drew to a close, a 
subtle movement to make the prefer- 
ence clause an instrument for promot- 
ing socialization of the power field be- 
gan to develop. Even then the possi- 
bilities for using the preference clause 
as a device to promote public owner- 
ship began to be recognized. For ex- 
ample, in 1928, a leading contributor 
to socialist publications of the period 
outlined the strategy for the years 
ahead as follows: 
“We cannot hope to take over the 
whole eight billion dollar [electric] 
industry, even if it were generally 
thought advisable to do so at the 
moment. There would be danger of 
sabotage. But by putting in a pref- 
erence that power from these devel- 
opments [reclamation and similar 
projects] shall be furnished by state 
and municipal plants, we can move 
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toward a system of linked up plants 
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The Years 1928-1944: 

For many years Senator Norris of 
Nebraska had been introducing bills 
to bring about public ownership and 
operation of the Muscle Shoals prop- 
erties on the Tennessee River. His 
earlier bills contemplated fair and 
equitable disposition of Federal power 
among all customers. In 1931, he suc- 
ceeded in getting Congress to pass a 
bill which not only granted preference 
to “states, counties or municipalities,” 
but included a provision for canceling 
contracts with electric companies on 
two years’ notice if power was needed 
by the preference customers. This was 
such a drastic change from the pref- 
erence concept of the time that Presi- 
dent Hoover vetoed the bill on the 
ground that it would embark the gov- 
ernment on a policy of ownership and 
operation of utilities instead of regu- 
lating them for the protection of all 
the people. 

However, two years later Senator 
Norris was successful in obtaining 
passage of the Tennessee Valley Au- 
thority Act.'° The preference clause 
contained in this Act not only ac- 
corded preference to public agencies 
but for the first time included co- 
operatives as well. It also permitted 
cancellation of contracts with private 
companies upon five years’ notice if 
needed to supply preference customers. 

By amendment in 1935, the Author- 
ity was given power to insert the so- 
called “captive clauses” in contracts 
with preference customers which pro- 
hibited them from manufacturing or 
purchasing power from other sources 
and limited the use of their own reve- 
nues so that they became truly depen- 
dent upon TVA for their supply of 
power. Thus, the old notion that there 
should not be monopolization of power 
by any agency, public or private, was 
discarded and TVA by this means 
seized complete control over the area. 





* H. Stephen Raushenbush, The Social- 
ism of Our Times. Ten years later, 
Raushenbush was employed by the In- 
terior Department, and in 1941 was ap- 
pointed by Secretary Harold L. Ickes as 
Chief of the Planning Section, Power 
Division. Later he became Chief of the 
Economics and Statistics Branch of the 
Division of Power. After eight years 
with Interior he resigned, in January 
1947. 

1“ 49 
1933. 
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In the Rural Electrification Act of 
1936, the Administrator was directed 
to give preference to public agencies 
and cooperatives in making loans for 
handling the construction and opera- 
tion of electric systems for furnishing 
energy to persons in rural areas not 
then receiving central station ser- 
vice.17 This, of course, was another 
form of preference to these bodies in 
the making of loans, just as the Fed- 
eral Water Power Act in 1920 gave 
them preference in applying for 
licenses. 


Additional Preference Provisions 

Even before lessons could _ be 
learned from operation of the prefer- 
ence clause under the TVA Act, Con- 
gress passed the Bonneville Project 
Act of 1937. This Act went farther 
than any Act before or any since in 
assuring the promotion of public 
power. No longer were the preference 
provisions confined to a single clause, 
but required four complete subsec- 
tions. The first subsection gave a 
specific preference and priority to 
public bodies and cooperatives in the 
disposition of electric energy gener- 
ated at the project. The second sub- 
section required that at least 50 per 
cent of available power be set aside 
for use by preference customers up to 
1941, and any portion of the 50 per 
cent not to be used immediately could 
be disposed of only temporarily to 
other customers until preference cus- 
tomers could be organized and demand 
it. It also required that preference 
be given to public bodies or coopera- 
tives over private agencies irrespec- 
tive of where the over-all public in- 
terest might lie. The third subsection 
required that public bodies be given a 
reasonable time to organize and to be- 
come qualified purchasers and distrib- 
utors of electric energy under the Act. 
The fourth subsection declared it was 
the policy of Congress to reserve 
power for the preference customers 
until they had reasonable opportunity 
to hold elections and take action nee- 
essary to qualify as such. 

Not only did this Act give public 
bodies and cooperatives an absolute 
preference as compared with private 
purchasers, but required power to be 
set aside and reserved for them until 
they could take the necessary steps to 
qualify as a customer under the Act. 





“49 Stat. 1368; approved May 20, 
1936. 


EDISON ELECTRIC INSTITUTE BULLETIN 


As in the TVA Act, the preference 
customers were given a right to the 
power available, irrespective of other 
considerations in the matter. No 
longer was it a question of where the 
overriding public interest lay. The Act 
by legislative fiat made the interest 
of these public bodies and coopera- 
tives paramount. 

Two years later, Congress passed 
a special statute setting up market- 
ing procedure for power to be pro- 
duced at Fort Peck Dam.!® This Act 
provided that preference should be 
given to public bodies and coopera- 
tives in the disposition of power, but 
did not contain the extreme provisions 
in this respect found in the TVA and 
Bonneville Acts. 

The following year, Congress passed 
the Reclamation Project Act of 1939.19 
The debate and reports on this matter 
helped to clarify what Congress, at 
least this time, meant by preference. 
It gave preference in the purchase of 
surplus power from reclamation proj- 
ects to public agencies or bodies and 
cooperatives financed in whole or in 
part by loans made from REA. 

In the course of House hearings, 
the assistant to the Commissioner of 
Reclamation stated that whether a 
preference provision was included in 
the Act was a matter of policy, but he 
called attention to the fact that such 
a provision was to be found in the 
first Act of 1906 and the preference 
provision in the proposed bill merely 
continued a long established policy.?° 
The debate in Congress on this bill 
clearly indicates that it was thought 
merely to follow a long established 
policy of the Bureau and therefore 
presented no change in policy. The 
explanation of members of the Com- 
mittee concerned with this legislation 
clearly indicates they felt that prefer- 
ence was to be accorded public bodies 
and cooperatives only where in all 
other respects conditions were equal. 
This revives the philosophy of the 
earlier acts that the general public 
interest was the first consideration in 
disposing of surplus power and only 
when that interest was equally served 
would preference be given public 
agencies and cooperatives. 





*52 Stat. 403; approved May 18, 1938. 

”“53 Stat. 1187; approved August 4, 
1939. 

* Hearings before House Irrigation 
and Reclamation Committee, 76th Con- 
gress, on H.R. 6773, Pt. 4, p. 120. 
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Only a short year later Congress 
passed another Reclamation Act 
amending two earlier ones, which con- 
tained provision for sale of water and 
power in excess of requirements for 
irrigation.21 This Act again con- 
tained a direct provision that no con- 
tract for the sale of power should be 
made if it would impair the efficiency 
of the project for irrigation purposes. 
It provided for preference to be given 
to municipalities and other public 
corporations and agencies, and to co- 
operatives and other nonprofit organi- 
zations financed in whole or in part 
by REA, in the same manner as did 
the 1939 Act. 

For a long time proponents of pub- 
lice power have been insisting that 
Congress not only provide preference 
in the sale of power from Federal 
projects to public bodies and coopera- 
tives, but also assume responsibility 
for bringing power to them and sup- 
plying whatever power they needed in 
the future. Stated simply, the governi- 
ment was asked to accept a complete 
utility responsibility insofar as pref- 
erence customers were concerned. 


Debate on Marketing Policy 

In 1944, a policy for marketing fed 
eral power became the subject of ex- 
haustive debate. As passed in the 
House of Representatives, the Flood 
Control Act of 1944 contained no 
power marketing section, although 
Secretary Ickes had tried desperately 
to obtain an amendment to the bill 
which would have authorized him to 
operate the projects, construct trans- 
mission lines and facilities, and enter 
into such contracts as he deemed nec- 
essary to carry out his obligation to 
preference customers. 

When the measure was considered 
by the Senate, it became evident in the 
course of public hearings that Con- 
gress was not interested in driving 
private utilities out of existence." The 
Senate agreed to the inclusion of a 
preference clause but made it perfect- 
ly plain that, although preference was 
to be granted public bodies and coop- 
eratives, power from flood control 
projects should be made available to 
preference customers and to private 
utilities on fair and reasonable terms. 
No longer were the private utilities 





**54 Stat. 1119; approved October 14, 
1940. 

* Senate hearing on H.R. 4485, 78th 
Congress, 2d Sess., pp. 380-386. 
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excluded completely. Also, Congress 
very definitely repudiated the notion 
that the government should build a 
duplicating and competing Federal 
power system in areas where service 
was already being adequately supplied 
by private utilities. 

As finally passed, the Flood Control 
Act of 1944 specified that power and 
energy from the projects should be 
transmitted and disposed of so as to 
encourage widespread use at the low- 
est possible rates consistent with 
sound business principles.2* Public 
bodies and cooperatives were given 
a preference in the purchase of sur- 
plus power but had no right to ex- 
pect the Federal government to build 
lines in order to deliver such power 
to them so long as existing facilities 
were already available for this pur- 
pose. 


The Years 1944-1956: 

Disregarding the attitude of Con- 
gress in the matter, Secretary Ickes 
issued on January 3, 1946, his famous, 
or infamous, memorandum on power 
policy setting forth the basic prin- 
ciples which were to guide the Depart- 
ment of Interior in attaining the ob- 
jectives Congress—in his opinion at 
least — had prescribed for Federal 
power. The memorandum is too long 
to refer to in detail but some of 
its more significant provisions were: 
(1) hydroelectric generating facilities 
were to be installed in all projects 
where possible, and stand-by steam 
plants were to be provided; (2) active 
assistance was to be given public 
agencies and cooperatives without 
waiting for them to come forward and 
offer to purchase power; (3) trans- 
mission facilities for delivering power 
to preferred customers was to be pro- 
vided by the government unless pri- 
vately owned facilities were made 
available on terms imposed by the De- 
partment; (4) no contracts were to 
be made which would foreclose public 
agencies and cooperatives from ob- 
taining power from Federal projects, 
and all contracts with privately-owned 
companies were to be limited in time 
and contain provisions for cancella- 
tion as necessary to insure preference 
to public agencies and cooperatives. 

Bear in mind that these plans were 
to guide the Department in carrying 
out its responsibilities under all Fed- 





8 Stat. 890; approved December 22, 
1944, 
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eral legislation administered by the 
Department. Yet not by the wildest 
stretch of the imagination were they 
justified under any Act of Congress—- 
not even the most drastic Bonneville 
Act. 

‘The present Department of Interior 
has repudiated the policy that power 
from Federal projects must at all 
times be reserved for preference cus 
tomers. The Assistant Secretary of 
the Department of Interior summar- 
ized its present position on January 
5, 1954, as follows: 

“When a marketing pattern for 
Federal power has been established 
in a local community in such a way 
that it provides for the widespread 
distribution of the Federal power 
among the rural and domestic con- 
sumers of the area after having 
given preference to public bodies 
and cooperatives in establishing it, 
it should have permanency by long 
term contracts. It should be added 
that the sale of power on a short 
term interim basis to a non-prefer- 
ence customer where it constitutes 
only a small percentage of his total 
needs, does not constitute the estab- 
lishment of a local marketing pat- 
tern.” 24 
The position taken by Congress 

with respect to the marketing of Fed- 
eral power in the Flood Control Act 
of 1944 was re-examined and re- 
affirmed after extensive debate in the 
Falcon Dam Act of 1954.25 An attempt 
by Senator Morse to get language 
written into the bill for a “continuing 
preference,” as urged by the public 
power lobby, was rejected. 


Debate on Atomic Energy Act 

The whole controversy over prefer- 
ence was aired again during consider- 
ation of the Atomic Energy Act of 
1954. In 1946, Congress had passed 
the original Atomic Energy Act es- 
tablishing a government monopoly in 
the field. Generation of electric power 
was not considered very likely but, 
significantly, any power produced was 
to be transferred to other government 
agencies, or sold to public or private 
utilities without discrimination. 

This Act was completely revised in 
1954.76 After considerable debate, en- 





*“Power Policy” hearings before 
House Interior and Insular Affairs Com- 
mittee, 83rd Congress, Ist Sess., pp. 171- 
172. 

* 68 Stat. 255. 

* 68 Stat. 255. 


Page 267 


ergy produced at facilities of the 
Atomic Energy Commission was made 
available for sale with preference be- 
ing given to public bodies and coop- 
eratives and to utilities in high-cost 
areas. The Commission was pro- 
hibited from engaging in the sale of 
energy for commercial use except as 
produced incident to the operation of 
research and development. It was also 
authorized to issue atomic power 
licenses to other persons with prefer- 
ence, as in the Federal Power Act, 
being given to public bodies and coop- 
eratives. While preference was re- 
tained, it was made clear that it would 
only be on a “come and get it” basis 
and the Commission assumed no util- 
ity responsibility toward preference 
customers. 

Notwithstanding this record, pro- 
ponents of public power still continue 
to insist that the government should 
assume full responsibility for supply- 
ing the needs of preference customers 
and that without this the preference 
provision will become meaningless.?* 


Opinion of Attorney General 

Finally, for the first time since 
1913, the Attorney General issued an 
opinion dated July 15, 1955, under 
which he construed the Flood Control 
Act of 1944 to mean that the Secre- 
tary of Interior would not discharge 
the statutory duty of giving a pref- 
erence in the sale of power to public 
bodies and cooperatives by disposition 
to a private company under an ar- 
rangement whereby the latter obli- 
gates itself to sell an equivalent 
amount of power to preference cus- 
tomers to be designated by the Secre- 
tary. He stated that, where a prefer- 
ence and a nonpreference customer 
have competing offers to purchase 
power, the Secretary must contract 
with the preference customer on con- 
dition that such customer will, within 
a reasonable time to be fixed by the 
Secretary, obtain the means for tak- 
ing and delivering the power. 

We have thus far reviewed as best 
we can in the time available the his- 
torical background of the preference 





* Clyde T. Ellis, General Manager, Na- 
tional Rural Electrification Association, 
testifying before the Joint Committee on 
Atomic Energy on February 28, 1955; 
Alex Radin, General Manager, American 
Public Power Association, addressing 
the Annual Conference of the Municipal 
Electric Utilities Association in New 
York in September 1955. 
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clause. Now let us consider what its 
practical effects have been in those 
areas where Federal power in any 
quantity is available. 

For a long time the preference 
clause has been defended by promoters 
of public power as a means of assur- 
ing smal! customers a modest share of 
government power. It has been justi- 
fied as an anti-monopoly provision— 
designed mainly to prevent complete 
domination by private utilities of 
power from government projects. 
Without it they have been pictured as 
completely at the mercy of the private 
utilities. 


Growth of Public Power Monopoly 

In practice, the preference clause 
has been used to force local areas into 
public ownership under the threat of 
getting no power from the Federal 
government unless they do, and to 
build a public power monopoly while 
ostensibly protecting against a pri- 
vate one. 

This has been accomplished in sev- 
eral ways. Back in 1940, the Bonne- 
ville Power Administration issued ar 
administrative Order No. 33 setting 
up an educational and development 
program in which information and 
advisory services were made available 
to public agencies attempting to get 
into the power business. Under this 
program regular employees, special 
consultants and others were sent into 
the various cities, towns and rural 
areas of the region to promote sociali- 
zation of the power industry. They 
would explain that cheap government 
power was or soon would be available. 
but under the Act public bodies and 
cooperatives would be given first 
claim. The lesson was obvious. If you 
wanted this new, wonderful govern- 
ment power you had to get into a 
position to qualify as a preference 
customer for it; otherwise, as a cus- 
tomer of the private utilities, you 
would be left out.?8 

Implementing this policy Bonneville 
applied another squeeze. Private util- 
ities of the area were advised that 
they could get only such power as the 
preference customers and the alumi- 
num industry did not need. Further- 
more, they could not contract for 
power on more than a yearly basis 





* See the Lee Report as introduced 
into the Congressional Record on April 
13, 1949, by Hon. Ben F. Jensen, 81st 
congress, First Session. 
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because, as the preference clause was 
interpreted, power must be reserved 
not only for existing preference cus- 
tomers, but also for those who might 
become such in the future. Longer 
term contracts were offered only with 
provisions under which the private 
utilities had to agree to sell whatever 
parts of their system might be wanted 
by preference customers. When these 
were refused, power was made avail- 
able only on a day by day basis. It 
was not until just a few years ago 
that five-year contracts were given, 
and only since 1953 have twenty-year 
contracts been obtained. The position 
of preference customers is still pro- 
tected. 

Pressures of this kind, exerted un- 
der guise of carrying out the policies 
of Congress, were largely responsible 
for driving private utilities from the 
TVA area. They also played an impor- 
tant part in socializing substantial 
areas in Washington and some areas 
of Oregon. If allowed to continue un- 
checked they could someday result in 
complete monopolization of the field 
by public power. 


Use by Preference Customers 

Preference customers have been 
taking an increasing amount of the 
power from Federal projects in recent 
years. Starting in 1946, when all of 
the principal Federal projects were 
in operation, preference customers 
took 38.3 per cent of the power availa- 
ble to non-Federal users. This ratio 
steadily increased until in 1953 it 
was 52.2 per cent. Meanwhile, the 
privately owned utilities in 1946 re- 
ceived 33.3 per cent, and in 1953 only 
18.5 per cent. Industrial customers 
received relatively the same amount 
during this period, having taken 28.4 
per cent in 1946 and 29.3 per cent in 
1953. After 1963, no firm power wil! 
be available for privately-owned utili- 
ties from the Bonneville Power Ad- 
ministration, unless Congress author- 
izes additional projects.** 

The trend evidenced by these fig- 
ures becomes even more significant 
with low-cost hydroelectric sites be- 
coming fewer and fewer, and public 
power advocates insisting that those 
remaining be developed by the Fed- 
eral government alone. Almost every 





*Our Nation’s Water Resources — 
Policies and Politics, a series of lectures 
by Admiral Moreell. 
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attempt by private utilities to obtain 
the necessary authorization to con- 
struct hydroelectric projects meets 
with resistance from public power. 
Proposed projects at Hells Canyon, 
John Day, Mountain Sheep-Pleasant 
Valley, Pelton, Swift, Green Peter 
and others in the Pacific Northwest 
have been bitterly opposed by those 
seeking to advance public power. If 
only the Federal government is to 
build these projects, and all power 
from them is to be reserved for pref- 
erence customers, it would only be a 
matter of time until there will be 
nothing left for the private companies 
to distribute. 


Insufficient Power and High Cost 

The preference clause operates with 
telling efficiency under two condi- 
tions: (1) where there is not sufficient 
power within the area to meet de- 
mands, and (2) where the cost of ad- 
ditional power to meet demands is 
very high. Let me give you a very 
recent example of what I mean. 

I am sure you all understand that 
in the Pacific Northwest hydroelectric 
power is generated and transmitted 
by the Federal government, municipal 
agencies and private utilities. In or- 
der to operate to the best advantage 
of all concerned, these various re- 
sources are organized into the North- 
west Power Pool. So long as stream 
flows are relatively good, power from 
these various hydroelectric projects 
has been sufficient to meet the re- 
quirements of the area except during 
certain seasonal periods when steam 
generation must be added. As water 


conditions become adverse, larger 
quantities of steam generation are 
used. Since preference customers 


have been reserved enough power to 
meet their requirements during the 
most adverse water year at the regu- 
lar Bonneville rate, any extra cost 
incurred by reason of steam genera- 
tion falls entirely on the private utili- 
ties. 

In the fall of 1951, stream flows on 
the Columbia River and its tributaries 
became abnormally low, and it was 
feared that substantial quantities of 
additional steam generation would be 
required during the winter season. 
Since state regulatory authorities do 
not permit private utilities to accu- 
mulate a reserve for such contingen- 
cies, the companies applied for au- 
thority to impose a temporary sur- 








August 


charg 
in or 
exper 
neces 
impr 
utilit: 
Thi 
again 
quant 
were 
Emer 
Defer 
tion ¢ 
load, 
urged 
utiliti 
soure 
menc 
and j 
ergy. 
evide 
not p 
and s 
autho 
tempc 
invest 
for S'! 
charg 
costs 
custo! 
No 
result 
flow « 
beyon 
ties. 
erenc 
bodie: 
contri 
ment 
tomer 
force 
ing pe 
the fi 
began 
the } 
they 
quite 
incres 
tomer 
opera 
sut 
You n 
circur 
lic po 
satisfi 
with 
the p 
not. 
been | 
on th 
tion: 
prohil 
collec 


ji- 


on. 


cu- 
‘en- 
au- 
sur- 








August, 1956 


charge during the emergency period 
in order to meet this extraordinary 
expense. Fortunately, before it was 
necessary to do so, water conditions 
improved to a point where the private 
utilities could absorb the expense. 

The following fall, water conditions 
again were bad. Abnormally large 
quantities of steam-generated power 
were necessary to meet requirements. 
Emergency measures were taken. The 
Defense Electric Power Administra- 
tion ordered curtailment of industrial 
load, and voluntary curtailment was 
urged. In the meantime the private 
utilities, after exhausting all possible 
sources of hydro-generation, com- 
menced around-the-clock generation 
and purchase of steam-generated en- 
ergy. By November of 1952, it was 
evident that the private utilities could 
not possibly absorb this excess cost, 
and so they again applied to the state 
authorities for permission to apply 
temporary surcharges. After careful 
investigation this was allowed, and 
for several months thereafter a sur- 
charge to recover these abnormal 
costs was applied to the bills of their 
customers. 

Now, bear in mind, this situation 
resulted from weather and stream 
flow conditions, which were obviously 
beyond the control of the private utili- 
ties. Nevertheless, because the pref- 
erence clause had enabled public 
bodies and cooperatives to obtain firm 
contracts from the Federal govern- 
ment for their requirements, the cus- 
tomers of the private utilities were 
forced to bear the burden of supply- 
ing power during this emergency. For 
the first time, the consuming public 
began to feel the practical effects of 
the preference clause and, frankly, 
they didn’t like it. They couldn’t 
quite understand why their bills were 
increased but the bills of the cus- 
tomers of the public bodies and co- 
operatives were not. 

sut the story does not end here. 
You might have thought that, in these 
circumstances, the leaders of the pub- 
lic power movement would have been 
satisfied to sit back and contemplate 
with quiet satisfaction the plight of 
the private utilities; but they were 
not. No sooner had the surcharges 
been applied than they swiftly moved 
on three fronts to exploit the situa- 
tion: first, legislation was sought to 
prohibit the private utilities from 
collecting surcharges as an emergency 
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PR Firm Will Assist Committee in 
Promoting National Electrical Week 


HE National Electrical Week 

Committee has engaged the public 
relations firm of Fleishman-Hillard, 
Inc., to assist in its efforts to “en- 
able companies and _ associations 
throughout the industry to take full 
advantage of the opportunities in- 
herent in National Electrical Week,” 
Merrill E. Skinner, chairman, an- 
nounced recently. 

“Despite the fact that the first 
annual National Electrical Week was 
observed last February on short no- 
tice and with little opportunity for 
advance preparation, the results 
demonstrated that the event has 
enormous potential,” Mr. Skinner 
said. “We have started our planning 
for the 1957 observance early and 
have engaged the professional assis- 
tance of Fleishman-Hillard in an ef- 
fort to develop a program that will 
have national impact.” 


measure; second, complaints were 
filed with the Public Utilities Com- 
missioner of Oregon to stop collection 
of the surcharges; and third, injunc- 
tions were sought in the courts to 
prohibit further collection of the sur- 
charges and compel the return of 
those collected. 

I do not like to single out any one 
person, particularly a distinguished 
member of the panel, but I think it 
is of some significance that Mr. Nor- 
wood appeared before committees of 
the Oregon legislature and the Public 
Utilities Commissioner of Oregon in 
behalf of the Northwest Public Power 
Association in opposition to the sur- 
charges, although it cannot be denied 
that the preference clause, which he 
defends so vigorously today, was pri- 
marily responsible for them. 

The narrative of these events 
should not be concluded without stat- 
ing that, after exhaustive public hear- 
ings, the Public Utilities Commis- 
sioner of Oregon in the fall of 1953 
upheld the surcharges in every re- 
spect. The court proceedings con- 
tinued for nearly two and a haif years 
until, in May of this year, the Su- 
preme Court of Oregon unanimously 
held that the surcharges had been 


Fleishman-Hillard, Inc., which has 
its headquarters in St. Louis, Mo., 
was selected by the committee after 
a review of several proposals. Ed- 
ward F. Eubanks and Robert E. Hil- 
lard of the Fleishman-Hillard staff 
will be in charge of the firm’s Na- 
tional Electrical Week work. 

The second annual National Elec- 
trical Week will be observed from 
February 10 to 16, 1957. Sponsors 
of the observance in addition to EEI 
are: the Air-Conditioning and Re- 
frigeration Institute, International 
Association of Electrical Inspectors, 
International Association of Elec- 
trical Leagues, National Appliance 
and Radio-TV Dealers Association, 
National Association of Electrical 
Distributors, National Electrical 
Contractors Association and Na- 
tional Electrical Manufacturers As- 
sociation. 


applied and collected by the utility 
companies in full compliance with 
every legal requirement. With the 
final court decision this particular 
chapter has been closed, but any dis- 
cussion of the preference clause now 
or in the future should not overlook 
the lessons to be learned. It has hap- 
pened once and it can happen again! 

I firmly believe it is the inherent 
right of the people in any given area 
of the country to decide for them- 
selves whether they wish to be served 
by a publicly-owned, a cooperatively- 
owned or a privately-owned utility. 
Their decision in this matter should 
be based upon the relative merits of 
each utility alone. In my opinion, the 
Federal government has no moral 
right to influence this decision by of- 
fering special privileges to one type 
of utility as compared with the other. 
Its policy should be to assure equal 
treatment for everyone. 

In matters of such importance it 
seems to me that, irrespective of our 
individual beliefs or philosophy, we 
should be able to agree that electric 
power from these great Federal proj- 
ects which have been paid for equally 
by the people should be shared equally 
by the people, whether brought to 
them by public or private agencies. 





The Preference Clause Is Unfair, 
Unjust and Anachronistic 


By A. J. G. Priest 


Professor, Department of Law, University of Virginia \ 


Presented at the First Annual Water Resources Conference of Montana State University, Missoula, Mont., July 20, 1956 








Editor’s Note: More than three-fourths of Prof. Priest’s 
allotted time in the Montana State University debate 
was devoted to comment on the statements and allega- 
tions made in the addresses by Messrs. Gus Nerwood, 
Lawrence Potamkin and Leland Olds. The following 
brief summary of some of the points covered in Prof. 
Priest’s comments may be useful as an introduction to 
his formal address prepared for the Conference. 

Prof. Priest said, in part, that Messrs. Norwood and 
Olds had made no attempt to demonstrate the fairness 
of the preference clause, but had concentrated on attack- 
ing both the electric utility industry and public utility 
regulation; that Mr. Potamkin’s argument was ingen- 
ious, irrelevant and wrong; that Mr. Norwood’s sugges- 
tion that utilities are “guaranteed” their rate of return 
was incorrect (Prof. Priest dealt with this inaccuracy 
by quoting at length from decisions of the U. S. Supreme 
Court); that the Norwood-Olds charge that public 
utility regulation had failed was blasted by established 
facts. 

Prof. Priest also said that Mr. Potamkin’s declaration 
that investor-owned electric utilities were able to “add 
a profit’? when they bought energy from a government 
project simply was not so; that, for example, when the 
Montana Power Company paid $500,000 to the Federal 
Government for energy, it was entitled to recover, 
through its rates, $500,000 of actual expenses and not 
one cent more; that Mr. Potamkin’s strange notion that 


electric utility companies are not part of the free enter- ’ 


prise system was fantastic; that among other things, 
utilities had the free enterprise right to fail. 


Prof. Priest said that Mr. Olds had devoted fully two- 
thirds of his address to evils with which the electric 
utility industry had been charged in an earlier genera- 
tion, and that the time had come to permit the Statute 
of Limitations to run on those “crimes”; that it was 
characteristic of Mr. Olds’s presentation that he quoted 
at length from testimony submitted in the New York 
investigation of 1929-30, from the Gifford Pinchot re- 
port of 1925, and from a statement made by Donald 
Richberg in 1930; that Mr. Olds had attempted to de- 
monstrate the beneficial effects of public power by cit- 
ing cases decided 20 and 30 years ago; that, amazingly, 
the sole opinion of the Supreme Court to which Mr. 
Olds referred in his address was handed down in De- 
cember 1872, before the incandescent lamp was even 
a gleam in Edison’s eye. 

Prof. Priest also said that the Ickes power policy 
memorandum of January 3, 1946 (which obviously 
attempted to substitute tax-eating power for taxpaying 
power), and the Brownell opinion on the Georgia Power 
Company—Clark Hill matter were equally wrong; that 
if 100,000 kw of power and energy were available for 
sale at a government dam, and the then need of rural 
electric cooperatives and other public bodies were for 
30,000 kw, the investor-owned companies, should be able, 
for the benefit of their customers, to contract for the 
remaining 70,000 kw on a long-term basis; and, finally, 
that the REA’s and the electric utility industry must 
and can “work together and live together to serve the 

greater interests of this land we love.” 











66 HE preference clause is unfair 
and seems to us to invite sociali- 
zation of the power distribution 

business.” 

That, Mr. Chairman, is my text, 
and it comes from what is considered 
in the newspaper business to be al- 
most a Biblical source. It is from an 
editorial which appeared in The New 
York Times on May 16, 1956. And The 
New York Times certainly is as inde- 
pendent, honest and objective as any 
publication on our contracting planet. 
Some of my former clients may have 
had reservations about The New York 
Times on those occasions when it sup- 
ported Franklin D. Roosevelt, but 
those reservations probably were not 


shared by my genial adversaries on 
this panel. 

In the editorial from which my text 
comes, the Times announces that it 
supports the general principles of the 
Lehman bill, which provides for devel- 
opment of the electric power potential 
of Niagara Falls by a New York State 
authority, but makes the preference 
clause a major exception. 

The Times then declares: 

“We oppose the so-called ‘prefer- 
ence’ clause, which provides that in 
contracting for the disposition of 
Niagara electricity the Power Au- 
thority will give preference to pub- 
lic and nonprofit agencies, such as 
counties, municipalities and rural 
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electric cooperatives, while making 
flexible arrangements and contracts 
with private utility companies ‘with 
suitable provisions . . . for the with- 


‘drawal upon reasonable notice and 


fair terms of enough power to meet 
the needs of . . . preference cus- 
tomers.’ 

“Here, in a provision on which 
Senator Lehman sets much store, 
lies on the one hand a certain dan- 
ger of inequitably discriminating 
limitation of the benefits of low- 
priced electricity to the relatively 
few customers now served by public- 
owned utility systems or, on the 
other hand, a built-in and almost 
irresistible temptation to villages, 
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towns and cities within range of 
Niagara power transmission to set 
themselves up in the power business 
in order to become preferential cus- 
tomers of Niagara power. This 
would do grave damage to private 
utility companies by stealing away 
their customers; the companies 
have invested large sums to be 
ready to serve these customers. 
“The way to help the greatest 
number of domestic and rural cus- 
tomers is by giving them power, as 
widely and fairly distributed as 
possible, with rates subject to such 
controls as are customarily exer- 
cised over utility company profits. 
The preference clause is unfair, and 
seems to us to invite socialization 
of the power distribution business.” 
Let me attempt to be perfectly clear 
on the subject of socialism, which the 
preference clause clearly invites in the 
electric power field. I dislike socialism. 
I dislike its creeping form in the 
Tennessee Valley and the Pacific 
Northwest and I loathe the form 
which it has ultimately attained be- 
hind the iron and bamboo curtains. 
However, I recognize the vast differ- 
ence between international socialism 
controlled for their own benefit by 
the bloody-handed masters of the 
Kremlin, and the democratic state so- 
cialism advocated by a Hugh Gaitskell 
or a Norman Thomas. Mr. Thomas, 
for example, is a distinguished Ameri- 
can. There can be no questioning 
either his devotion to democratic 
ideals or the competence of his expert 
testimony referring to the TVA, for 
example, as a sociaiistic »xperiment. 
I merely suggest that he is wrong, 
and that Mr. Leland Olds and his asso- 
ciates are wrong, about further social- 
istic invasion of the electric power 
field. I should say, though, that they 
have the right to be wrong, just as 
I do. 


Last Stronghold of Capitalism 

But America is the last stronghold 
of capitalism—of capitalism the cre- 
ator, which has made us strong and, 
above all else, free. Soviet socialism is 
our godless, implacable enemy. State 
socialism in any form poses a threat 
to our freedoms. Perhaps I am not 
personally concerned over whether my 
electric energy comes from a state- 
owned or an investor-owned generator, 
but if the electric utility industry is 
socialized, the banks and railroads 
may be next, to be followed by the 
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remainder of our economy, not forget- 
ting the nation’s farms. Therefore 
resistance to socialization becomes my 
duty and, I believe, yours also. 

I repeat my text from the temper- 
ate, independent New York Times, 
“The preference clause is unfair, and 
seems to us to invite socialization of 
the power distribution business.” 


Invitation to Socialization 

The matter of unfairness will be 
discussed in a moment, but first let us 
consider how the preference clause 
operates to invite socialization in the 
electric utility field. 

Begin, if you please, with a hypo- 
thetical situation which is too close 
to actuality for my personal comfort. 
On Roaring River in the State of X, 
the Federal Government has just built 
a 100,000 kilowatt hydro-electric gen- 
erating station. Cities A and B, which 
are respectively ten and twenty miles 
from the new development, are served 
by an investor-owned company pos- 
sessing an integrated system which 
has major connections with neighbor- 
ing utilities. City C, which is 100 
miles north of the development, and 
City D, which is 100 miles to the south, 
have municipal distribution systems 
but they buy their power from neigh- 
boring private companies. Roaring 
River Authority, the Federal agency 
in charge, announces that it will sell 
power in large quantities at approxi- 
mately two mills per kilowatthour. 
Cities C and D, each 100 miles away, 
are eligible wnder the preference 
clause for tax-free, low-interest-rate 
energy, but Cities A and B, which are 
in the new development’s back yard, 
will not receive a single kilowatthour 
if Cities C and D can absorb the capac- 
ity available. 

The effect will be (1) to take C and 
D away from the private utilities 
which have been selling them power 
at wholesale, and (2) to put extreme 
pressure on A and B to acquire the 
investor-owned facilities then render- 
ing distribution service and thus to 
get on the gravy train themselves. Of 
course the overall result will be com- 
pletely to socialize the distribution of 
electric energy in Cities A, B, C and 
D, to transform what had been tax- 
paying power into tax-eating power, 
to require taxpayers in New York ard 
Virginia and Idaho and Maine and 
Montana to subsidize so-called “cheap” 
electric energy in the State of X and 
in Cities A, B, C and D. Socialism may 
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then swallow the remainder of the 
electric utility industry in the State 
of X, as it has completely taken over 
in Nebraska and Tennessee. The 
States of Y and Z may come next and 
then public power presumably will 
turn to the beginning of the alphabet. 
Perhaps Mr. Olds and his associates 
rejoice over that prospect, but I don’t 
and I doubt that I would even if I 
lived in Tacoma or Seattle. And I 
think I would particularly shake in 
my shoes if I were a banker or if I 
operated an insurance company or a 
railroad or even a corner grocery 
store. 

I was brought up out here, but I 
now live in Virginia which is cheek- 
by-jowl with the Tennessee Valley 
Authority, and I therefore have been 
more conscious of the TVA and its 
activities than of other public power 
developments. The TVA’s service area 
is preference clause country in which 
no substantial investor-owned electric 
utility is permitted to rear its battered 
head. Thus it seems to me that at least 
brief consideration of the TVA and 
some of its peccadilloes is pertinent. 

TVA meets no Federal taxes, it now 
pays no interest whatever on the tax- 
payers’ investment in its power facili- 
ties, it added to the Postal Department 
deficit in past years by franking a 
large part of its mail, it obtains 
freight rate rebates and it escapes 
various incidental taxes which fall on 
other shoulders. 


Preferred Residential Customers 

Few realize the extent to which, 
under the preference clause, TVA 
actually does prefer residential elec- 
tric customers in its service area. 
These favored families have a prior 
call on TVA’s generating and trans- 
mission equipment, and they are given 
the benefit of a standard residential 
rate which places them in a class liter- 
ally all their own. The steps are: first 
50 kilowatthours per month at three 
cents per kilowatthour; next 150, two 
cents per kilowatthour; next 200, one 
cent per kilowatthour; next 1,000, 0.4 
cent (four mills) per kilowatthour; 
excess over 1,400, 0.75 cent (seven 
and one-half mills) per kilowatthour. 
Of course that fourth step is the dilly. 
It makes more than 70 per cent of the 
electricity used even in a substantial 
home available at four mills, or less 
than the actual taxes per kilowatthour 
of sales which are imposed on most 
investor-owned utilities. For example, 
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the Consolidated Edison Company of 
New York last year paid more than 
seven mills in taxes for every kilowatt- 
hour it sold, while the largest electric 
utility company in the far West, 
Pacific Gas and Electric Company, 
paid taxes in 1955 which amounted to 
5.2 mills for every kilowatthour it 
sold. Residential energy at four mills 
obviously makes possible clean, con- 
venient, open-air electric house heat- 
ing. Very nice it is, too, particularly 
if somebody else is picking up the 
check. 


Error in Past Practices 

It is a little difficult to understand 
why Montanans, New Yorkers, Penn- 
sylvanians and Virginians should be 
taxed to pay for electric house heating 
in Tennessee. Yes, the preference 
clause should be justifiable on some 
basis other than continued practice. 
There is always a possibility that any 
such practice may be in error, however 
many years baby has been getting his 
chocolate Easter eggs. 

In “Fourteen Reasons Why Manu- 
facturers Can Profit More in Tennes- 
see,” a pamphlet now being circulated 
from Nashville, these statements are 
made: 

“Low-cost electric power is sold 
at standard rates throughout the 
State. . . . Generally, TVA power 
rates are 30 per cent to 45 per cent 
below the national average. ...A 
recent study for a small northern 
manufacturer revealed that his an- 
nual power bill of $16,128 could be 
reduced to approximately $8,000 in 
Tennessee.” 

So we tax ’em in New England to 
build TVA generating stations (now 
more than 60 per cent steam), to pro- 
duce “cheap” power in Tennessee, to 
take away New England’s industries 
and thus to confer upon what New 
England has left the privilege of pay- 
ing still higher taxes. Just offhand, 
the procedure seems to be neither 
cricket nor yet sandlot baseball. 

Tennessee has genuine advantages 
of native-born labor, proximity to 
markets, abundant fuel and water sup- 
plies, low construction costs and at- 
tractive living conditions. Why should 
the rest of the nation be taxed to 
provide the further advantages of 
“cheap” power? Why should the tax 
collector take 25 cents from my elec- 
tric dollar and only 6 or 7 cents from 
the electric dollar I would pay if I 
were served from the TVA? 
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If the rest of the nation :nust be 
taxed to provide cheap power in the 
Tennessee Valley, why not also cheap 
sirloin? Why shouldn’t Oklahoma City 
eat chuck steak so that Memphis can 
serve porterhouse? All we would re- 
quire is a Tennessee Valley Meat 
Authority. Provision can be made for 
the acquisition of large tracts of land 
near every substantial community in 
the valley, and for abundant stocks 
of beef cattle, sheep and hogs. Fed- 
eral slaughter houses will eliminate 
freight, losses in transit and commis- 
sions. Gleaming markets will sell di- 
rectly to the people. And the people are 
to own these new facilities—ail the 
people—for the benefit, to be sure, of 
certified residents of the Tennessee 
Valley. Any Texan caught buying a 
pound of owr Tennessee lamb chops 
will be tarred, feathered and deported. 

When we get new farm legislation 
completely lined up, how about special 
benefits for those suffering farmers in 
the Tennessee Valley who have had a 
large part of their productive land 
flooded by beautiful dams which be- 
long to all the people? They were paid 
once when their lands were con- 
demned, but they are Uncle Sam’s 
anointed children, so let’s dig again. 
Shall we say 200 per cent of parity 
for every crop and three foals in every 
mare? Or should there be a special 
enactment giving the drivers of auto- 
mobiles carrying Tennessee license 
plates the right to exceed any speed 
limit by five miles per hour? The pos- 
sibilities obviously are endless. 


Unfairness, Injustice, Inequity 

I have given you a picture of pref- 
erence clause operations in an area to 
which the clause should be ideally ap- 
plicable. As an extremely modest pro- 
vider of Federal taxes, I cannot en- 
thuse about the central figures in that 
picture. I think unfairness, injustice, 
inequity appear in bold, firm outline. 

As a matter of semantics, I don’t 
care for the word “preference.” In my 
growing-up days out in this country 
we did not ask for preferences. We 
stood on our own feet, as an 
whelming majority of you still stand 
on your own feet. Perhaps out here 
more than in any other section of 
America, our creed has been that you 
and I and all our fellow citizens are 
equal—before the law, in the bleach- 
ers, at the ballot box. Special priv- 
ileges seem alien and I think they 
should. 


over- 
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Is the preference clause just? Does 
it represent fair play? Just why 
should the very possibly charming 
citizens of Tacoma, Seattle, or Nash- 
ville, Tennessee, enjoy all the benefits 
of tax-subsidized, virtually tax-free 
electric energy while you in Missoula 
and my Virginia neighbors and I, and 
approximately 80 per cent of the na- 
tion’s other electric customers, pay 
rates which properly reflect the sub- 
stantial local, state and Federal taxes 
paid by the investor-owned companies 
which provide our service? 

Many of you who have heard these 
panel discussions surely must now be 
fully aware that you and millions of 
other Americans like you are paying 
the bill for so-called cheap power in 
Seattle and Memphis. What the citizen 
of Seattle saves on his electric rate, a 
fellow citizen in Missoula makes up in 
his taxes and in the higher rate which 
he must pay to an investor-owned elec- 
tric utility, in your case The Montana 
Power Company, which turns over to 
the tax-gatherers 30 cents from its 
every dollar of revenue. 

I have already offered you two or 
three analogies. Let me suggest a few 
more. 

If the Missoula Police Department, 
acting under a veterans’ preference 
clause, and having five vacancies, em- 
ployed the one veteran who applied 
but refused to hire qualified non- 
veterans who sought the remaining 
four jobs, and then proceeded to spend 
Missoula tax money to beat the bushes 
in Butte and Spokane in an effort to 
persuade veterans in those towns to 
file their applications, I suggest that 
there might be some irate appearances 
before your City Council. 

Here is another analogy: All pub- 
lishers stand upon the same fraternal 
level as applicants for second-class 
mailing privileges, and I assume that 
the Post Office regulations on the sub- 
ject are administered impartially and 
equitably. 

But what if the valuable second- 
class mailing privilege were to be ex- 
tended first to publications which 
could demonstrate to the Postmaster 
General that they had supported 75 
per cent or more of the policies of the 
Administration, while all others were 
deferred to subordinate roles under a 
directive which told postmasters to 
“assist” editors in arriving at an en- 
lightened point of view. That would be 
an interesting “preference clause,” 
wouldn’t it? 
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Or what if New York State were in 
the business of selling gasoline, as cer- 
tain statesmen apparently want to put 
it into the power business? And what 
if all new state highways were made 
available on a preference basis only to 
motorists who could display a not- 
more-than-ten-days-old receipt for a 
tankful of state gasoline? Rough, of 
course. But “Honest Harold” Ickes 
was just as tough with the investor- 
owned electric utility industry. 

Characteristic of both the dispenser 
and the recipient of “preference’”’ 
benefits is his apparent conviction that 
he is not bound by the same rules that 
control other mortals. He seems to 
believe that he is entitled to four 
strikes; that his flush should beat 
anybody else’s four-of-a-kind; that his 
horse should carry a lighter impost 
than any other animal in the field. He 
is the first to assert that the electric 
facilities of TVA or of the Bonneville 
Power Administration, for example, 
belong to “all” the people, but he de- 
mands that those facilities be devoted 
to the exclusive benefit of a selected 
group. In the TVA service area and 
here in the Pacific Northwest, he does 
violence to traditions long ago hewed 
out by sturdier ancestors who asked no 
favors, who stood four-square to men 
and elements, who built a nation with 
their own hands. 


Facing the Facts 

From time to time someone faces 
the facts, even in Tennessee. Here, for 
example, is an excerpt from the state- 
ment of Col. Roane Waring, then presi- 
dent of the Memphis Chamber of Com- 
merce, before the Joint Committee on 
Atomic Energy of the 83rd Congress 
which was investigating the Dixon- 
Yates power contract: 

“We believe that as originally set 
up by Congress the TVA has for the 
past 20 years been a very good thing 
for our section of the country. It 
has brought cheap power to Mem- 
phis. In my own business, in which 
I am a very large user of electric 
energy, I realize what cheap power 
means, though perhaps I sometimes 
feel a little guilty in the realization 
that part of my power costs are 
heing borne by Federal taxpayers.” 
(Emphasis added) 

The title of this talk declares the 
preference clause to be unjust, unfair 
and anachronistic. I believe the un- 
fairness of preferences in the electric 
utility field has already been demon- 
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strated, but I would like to offer you 
just one more analogy. 

Please assume that, somewhere here 
in the Pacific Northwest, farmers 
Henry Smith and William Brown own 
adjacent sections of land. Henry gets 
his electric energy from an investor- 
owned utility, while William obtains 
his from a rural cooperative which is 
supplied by the Bonneville Power Ad- 
ministration. There are no appreciable 
differences between either the farms 
or the farmers, but when Henry writes 
a check for his electric bill, every dol- 
lar he pays includes from 25 to 30 
cents for taxes which his utility must 
turn over to municipal, state and Fed- 
eral collectors. On the other hand, 
William’s electric bill includes no Fed- 
eral taxes whatever, and precious few 
state and local taxes, and it clearly 
should be further reduced to 
William the benefit of low 
rates. 


give 
interest 


In addition to this tax inequity, the 
preference clauses in Federal power 
marketing laws—as they are _ inter- 
preted today—say that Henry cannot 
have the benefit of any of the Federal 
power his taxes helped to create unless 
the available supply of Federal power 
will give William more than he needs. 
And even if there is more Federal 
power available than William needs 
today, Henry can’t have any of it if 
there is a possibility that William 
might need it next year or the year 
after or the year after that. Why? 
How come? Should William also get 
tax-free farm machinery? Or his seed 
and fertilizer at a discount denied to 
Henry? Just what is it about Wil- 
liam’s purchase of public power that 
makes him one of the government’s 
anointed? Are William and his like, 
who comprise 20 per cent of the na- 
tion’s electric consumers, the “general 
public”? Are they “all the people’? 
To whom does government-generated 
power belong, anyhow? Let me tell 
vou! It belongs to you and me as much 
as it belongs to Mr. Olds. And, believe 
me, Henry Smith is just as much en- 
titled to it as William Brown! 

Is the preference clause unfair? Js 
it unjust? Those alone support it who 
benefit by it, directly or indirectly. 
who don’t want to Jose their nice. 
striped candy, or who believe in the 
socialization of the electric utility in- 
dustry. Preferences for veterans (and 
I speak as one of them) ? Yes, but for 
all veterans! Price subsidies for 
farmers? Yes, but for all farmers! 
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Preferences for 20 per cent of Ameri- 
can electric customers at the expense 
of the 80 per cent? Nonsense! Who 
said just? Who said fair? Who said 
decent? 


Preference Clause an Anachronism 


I return to the adjective “anachron- 
istic,” which is a six-dollar word I 
have applied to the preference clause 
and which is defined by Webster’s New 
International Dictionary as referring 
to “anything that is incongruous in 
point of time with its surroundings.” 
The history of the preference clause 
has already been developed by Mr. 
Hill and you will remember that it 
began in 1906. You also will recall that 
for more than twenty-five years the 
preference requirement was _inter- 
preted to mean that if, when an agency 
was ready to dispose of power from 
any multi-purpose project, there were 
two potential purchasers, one a public 
body and the other an investor-owned 
utility, making equally satisfactory 
offers, the offer of the public body was 
to be accepted. But there was no obli- 
gation to prefer the public body, or to 
reserve power for it or to assist it in 
any way, if the power could be dis- 
posed of to the better advantage of the 
project which produced it. The pref- 
erence clause did not become anach- 
ronistic or “incongruous in point of 
time with its surroundings” or out of 
step with our free enterprise concepts 
or a menace, if you will, until, under 
the influence of Secretaries Harold 
L. Ickes and Oscar Chapman and 
others like them, it began to be used 
as a weapon to strike down—to social- 
ize—the electric utility industry. 

I am an old public utility lawyer as 
well as a teacher of that subject and 
there is nothing that so sharply irri- 
tates me, nothing that seems to me so 
completely fallacious, as the observa- 
tions made from time to time by our 
public power friends to the effect that 
any interpretation of the preference 
clause other than theirs would leave 
preference customers “at the mercy 
of the private power companies.” Non- 
sense! Aberrant nonsense! And non- 
sense libeling the effective agencies, 
state and Federal, including the Fed- 
eral Power Commission, Mr. Olds, 
which have imposed strict and often 
onerous regulation upon _ investor- 
owned electric utilities in this country. 

I offer this advice to any customer, 
preference or otherwise: If the utility 
which serves you is not being properly 
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regulated by the State Commission or 
the Federal Commission which has 
jurisdiction in the circumstances, lift 
up your heads and exercise your rights 
as free, intelligent, politically compe- 
tent Americans. Through your author- 
ized representatives in Washington or 
your state capitol, fire the regulators. 
And then get somebody who will do 
the job. 

If Mr. Olds has the impression that 
it has been easy, either before, during 
or after his chairmanship of the Fed- 
eral Power Commission, for public 
utilities to obtain requisite consents 
from that Commission, I wish he had 
been on our side of the bench a few 
times. 


Business at Cost 

Regulated public utilities do busi- 
ness at cost. They are entitled to 
charge rates which will afford them 
an opportunity to earn their over-all 
operating expenses, including wages, 
taxes, maintenance and depreciation, 
and their capital expenses, or a reason- 
able rate of return upon the depreciat- 
ed cost or fair value of the property 
which they have dedicated to the pub- 
lic service. In some jurisdictions, fair 
value is required to be considered in 
determining the base upon which a 
reasonable return may be earned, but 
before the Federal regulatory bodies, 
in New York and in many other states, 
electric utilities are restricted to ac- 
tual cost figures. An investor-owned 
electric utility appearing before the 
New York Commission, for example, 
is permitted only to charge what it 
hopes will enable it to recover its ag- 
gregate expenses, including capital ex- 
pense measured by a reasonable rate of 
return on the dollars which it has le- 
gitimately invested in properties used 
and useful in the public service. That 
is a cost standard. If electric rates in 
New York are materially below that 
standard, they should be increased; if 
they are substantially above that 
standard, they should be reduced. And 
any customer or group of customers 
or any public utility which may feel 
aggrieved when that yardstick is ap- 
plied should complain both loudly and 
€ffectively. 


Valve of Utility Regulation 
I am sure that, like other human 
institutions, utility regulation has its 
areas of greater and lesser potency, 
but over-all it has played a magnificent 
part in the development of our ex- 
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traordinary standard of living. Just a 
few nation-wide averages: In 1940, 
$1.00 would buy 2.6 pounds of steak, 
3.4 pounds of lamb, 2.9 pounds of but- 
ter, 4.7 pounds of coffee, 19.2 pounds 
of sugar and 38.4 eggs. Fifteen years 
later, or in 1955, $1.00 would buy only 
1.1 pounds of steak, 1.5 pounds of 
lamb, 1.4 pounds of butter, 1.1 pounds 
of coffee, 9.6 pounds of sugar, and 20.8 
eggs. The increases in these normal 
food items range from 85 per cent to 
more than 300 per cent. 

But now take a look at the cost of 
electricity. When the average Ameri- 
can householder spent a dollar for 
household electricity in 1940, he got 
26 kilowatthours, but when he spent 
a dollar for household energy in 1955, 
he got 46 per cent more, or 38 kilo- 
watthours. You may look in any bar- 
gain basement you may come upon, 
and not find a single buy which is even 
within hailing distance of residential 
electricity. 

The claim is almost invariably made 
by public power advocates that their 
concept is largely responsible for the 
phenomenally low price of electric 
energy compared with other items in 
the American budget. Of course rate 
reductions have been made by in- 
vestor-owned companies on occasion 
to meet the threat of public power, 
but it is the regulatory concept, the 
service-at-cost concept, which is basi- 
cally responsible for bringing electri 
rates down and keeping them there. 

For example, electric rates were 
reduced much more rapidly in the pe- 
riod from 1912 to 1932, before the 
TVA was even a gleam in Senator 
Norris’s eye, than in the period from 
1932 to 1952. Using a residential bill 
of 100 kilowatthours per month for 
purposes of illustration, the national 
decrease in price per kilowatthour 
bought was 42.5 per cent between 1912 
and 1932, as contrasted with 21.7 per 
cent in the two following decades. 


Reductions Result of 
Industry Efforts 

That job was done by the investor- 
owned utilities themselves, in collab- 
oration with the great manufacturers 
of electrical equipment and under the 
strict regulation imposed upon all pub- 
lic utilities by law. Credit outside the 
industry is due far more to forceful 
and effective regulators like Charles 
W. Smith of the Federal Power Com- 
mission, Ace Colbert of the Wisconsin 
Commission and Chairman Maltbie of 
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the New York Commission than it is 
to all the prophets of public power 
who ever used arithmetic to obscure 
rather than to enlighten. 

This spring I engaged in a mild 
colloquy with Senator Richard Neu- 
berger of Oregon when he and Sen- 
ator Barry Goldwater of Arizona de- 
bated current issues at the University 
of Virginia. Senator Neuberger and | 
disagreed about the margin by which 
the average residential use of tax-free 
power in Tacoma has exceeded the 
average residential use of tax-paying 
power in Spokane. We finally made a 
modest wager which the Senator won, 
as the average use in Tacoma since 
1939 proved to have been 14 per cent 
higher than in Spokane. However, 
when consideration is given to the 
heavy tax burden carried by The 
Washington Water Power Company, 
which was the private utility involved, 
the statistics overwhelmingly favor 
that investor-owned company. Fur- 
thermore, the Federal Power Commis- 
sion reported that Washington Water 
Power’s customers in Spokane _in- 
creased from 40,770 in 1946 to 56,419 
in 1955, while Tacoma’s gain in cus- 
tomers was from 40,781 in 1946 to 
only 50,553 in 1955. In brief, Tacoma’s 
gain in residential electric customers 
for that ten-year period was only 62 
per cent of the increase made by 
Spokane. Could it be that Spokane is 
a better town to live in than Tacoma? 
Is it just possible that Spokane’s pref- 
erence for private enterprise repre- 
sents a very real advantage? Need 
I suggest what my own answer 
might be? 


Unmatched Record 
But please return both to the fact 
that 80 per cent of the electric gen- 
eration and distribution in this coun- 
try is investor-owned and to the mag- 
nificent job which electricity has been 
doing for all of us. In the light of the 
inflationary forces which were loosed 
upon America after World War II and 
after Stalin’s wretched Korean pup- 
pets crossed the 38th parallel, this 
statement made in September, 1953, 
by Walter H. Sammis, then president 
of the Edison Electric Institute, seems 

to me altogether remarkable: 

“The household user paid only 
one per cent of his disposable per- 
sonal income for electricity in 1952, 
as compared with 1.2 per cent in 
1939. The manufacturer spent only 

(Continued on page 290) 
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The Preference Clause Is Discriminatory 


Certain Aspects Which Undermine Its Soundness As A National Policy 


By Edwin Vennard 


Vice President and Managing Director, Edison Electric Institute 


Presented at the First Annual Water Resources Conference of Montana State University, 


HE University of Montana is to 

be complimented for sponsoring, 

as a public service, this debate on 
the preference clause. It is a public 
issue of some consequence. It involves 
a national policy effecting all citizens 
one way or the other. In some respects 
the matter is complicated. Yet, I be- 
lieve and propose to show that, as a 
practical matter, it results in unjust 
discrimination among our people. In 
that respect the issue is rather simple. 

There are honest differences of 
opinion about the preference clause, 
and I am impressed with the caliber 
and the earnestness of the gentlemen 
who are expressing themselves in its 
favor. Quite naturally, I feel that my 
colleagues are presenting convincing 
arguments and valid proof in opposi- 
tion to the preference clause. 

Further, I believe that these public 
expressions and honest differences of 
viewpoints will help the American 
people to decide on that policy which 
results in the greatest good for the 
greatest number of people. 

If I were speaking for any particu- 
lar group in the country, it would be 
for the 80 per cent of American citi- 
zens who purchase their power from 
the investor-owned electric companies. 
I would speak for them for the reason 
that, in my opinion, they have been 
treated unjustly in order that the re- 
maining 20 per cent of our citizens 
may stand to benefit from the prefer- 
ence clause. 

It will be my purpose to explain how 
this injustice comes about, to analyze 
the reasons for the continued existence 
of the preference clause, and to sug- 
gest an appropriate remedy. 

I shall treat the subject under the 
following headings: 

I. My Position on the Basic 
Issue 
Confusion in Terms 
Government Power Is Not 
Cheap Power 
Preference Means Special 
Privilege 


II. 
Ill. 


ie 


Missoula, Mont., July 20, 1956 


V. Public Opinion 
VI. 
Subsidized Power 

Broad Implications 
Suggested Remedy 


VII. 
VIII. 


My Position on the Basic Issue 
The preference clause came into 
being essentially through the activities 
of components or agencies of the Fed- 


‘eral Government in river development, 


and since Mr. Hill has given a thor- 
ough review of its history, interpreta- 
tions, and applications, I will not dwell 
now on these aspects. It may be ap- 
propriate, nevertheless, to open my 
discussion of the preference clause 
with a statement of my position on 
river development and other matters 
broadly concerned with power supply. 

A. River Development 
1. I am in favor of sound river de- 
velopment and effective flood con- 
trol and prevention in the public 
interest — always to the extent 
that they are economically feasi- 
ble and justifiable. 

2. To the extent practical, rivers 
should be developed by the local 
citizens directly interested. 

3. To the extent practical, the people 
who benefit should pay the cost. 

4. River development may or may 
not require the building of dams. 
When dams are built it may be 
possible to generate economical 
incidental electric power. This 
power should be secondary to the 
primary purpose. Either electric 
companies should be licensed to 
generate the power, or the power 
should be sold at or near the dam, 
without discrimination, to citi- 
zens who want to engage in the 
power business. This power 
should be under government regu- 
lation. The price should cover 
all of the costs and should also 
take into account the value of 
the power. 

B. Power Capacity 

There should be enough electric 
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Validity of Arguments for 


power for all purposes. Where power 
companies are able and willing to 
develop this power, financed through 
the sale of securities to free in- 
vestors, the Government should not 
spend taxpayers’ money to build 
power plants. 
C. Regulation 

Because competitive service in a 
given area by more than one power 
supplier is uneconomic, impractic- 
able, and against the public interest, 
all power supply should be under 
governmental regulation, state or 
national, depending upon whether 
the service is intra-state or inter- 
state. 

D. Atomic Energy 

It is recognized that the Federal 
Government has an important re- 
sponsibility in atomic research and 
development. The electric light and 
power companies should continue in 
their atomic energy research and 
development program. A Technical 
Appraisal Task Force on Atomic 
Power Reactors, composed of quali- 
fied independent nuclear engineers, 
scientists and executives of EEI 
member companies should review 
various reactor types and designs 
and recommend the types and de- 
signs which have promise of feasi- 
bility for the production of electric 
power. Where power companies ar+# 
willing and able to engage in the 
research and development of atomic 
energy and these reactors, the Gov- 
ernment should not spend the tax- 
payers’ money for such development. 


Confusion in Terms 

The terms “private power” or 
“private ownership” are frequently 
attached to the system under which 
the 80 per cent of the American 
people get their power from electric 
companies. 

The terms “public power” or “pub- 
lic ownership” are usually applied to 
the system under which 20 per cent 
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of the people get their power from a 
governmental agency or cooperative. 
These terms are not accurately de- 
scriptive of the two systems and tend 
to cloud the issue. Surveys of attitudes 
and knowledge of the American people 
indicate that these terms have led to 
confusion. 


Ownership Clarified 

Since preference plays a prominent 
part in the controversy involved 
around so-called “public power,” it 
seems appropriate to clarify the owner- 
ship of the two systems under which 
power is developed and sold. 

In a real sense the public owns the 
power business in both systems, al- 
though in one, it is quite an involun- 
tary ownership. There are about 400 
electric light and power companies 
which are owned directly by over 342 
million people, through investment in 
utility company stocks. They are also 
owned indirectly by almost everyone 
through insurance companies, invest- 
ment concerns and the like. There are 
93 million insurance policyholders in 
America. Four out of five American 
families have some kind of insur- 
ance. Insurance companies own about 
60 per cent of the electric utility bonds 
outstanding. 

In addition, such important com- 
munity groups as fraternal, religious 
and charitable institutions, founda- 
tions, educational institutions, and 
commercial banks owe a large measure 
of their ability to serve the public to 
their investments in the _ investor- 
owned electric companies. All these 
are the owners, direct and indirect, to 
whom the profits or net income result- 
ing from electric company operations 
go. 

Thus, electric companies are fi- 

“nanced in the traditional American 
fashion, just like other basic indus- 
tries are financed. 


History Marked by Struggles 

Like that of many another industry, 
the electric industry’s history was 
marked by the struggles of devoted 
men to bring before a seemingly un- 
appreciative public the advantages to 
be gained from the widespread adop- 
tion of their service. But it is a trib- 
ute to the essential faith of these men 
in the American way that they did 
not give up. They realized that a 
really worthwhile innovation filling a 
definite need will always gain an en- 
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thusiastic response eventually, to the 
benefit of both consumer and pro- 
ducer. 

The profit motive, of course, was a 
major factor in keeping the electric 
light and power people constantly at 
work improving their service, over- 
coming technical obstacles, and seek- 
ing widening public acceptance. With- 
out that incentive, would this country 
have the electric service it enjoys to- 
day? 

The profit motive has always been 
approved by the great majority of the 
American people as a proper incentive, 
and as an integral part of our system 
of free economy. A _ traditional!y 
American way of securing this ap- 
proval is to provide more and better 
service for less money. The investor- 
owned electric companies adopted this 
course of action early in their history, 
and over the years have produced in 
this respect the most remarkable rec- 
ord of any industry—and this in the 
face of the long-term inflationary 
trend. 

The high standards of electric ser- 
vice, its continuing technical advance, 
its general availability, as well as its 
low cost, all testify to the foresight 
and unremitting planning, research, 
and development, conducted not only 
by the electric companies, but by the 
equipment and appliance manufac- 
turers as well. 

In the case of so-called “public 
ownership” it is said that all the pub- 
lic owns the property. This is true 
only in the sense that the American 
people have involuntarily financed the 
“public power” projects through money 
paid the tax-collector. 

There is, however, an important 
difference in the style of ownership. 
In the case of governmental power op- 
eration, or “public ownership,” the in- 
dividual citizen is not free to decide 
whether or not he is to be an owner. 
The real test of ownership of property 
is where the owner can sell or other- 
wise dispose of it. In the case of gov- 
ernmental “public power’ projects, 
the individual citizen cannot sell his 
alleged share of the property. 

On the other hand, under operation 
by electric companies, the individual 
citizen is always free to own a share of 
the property or not. If he owns a 
share, he is free to sell it at the mar- 
ket price. 

In view of the ownership situation 
of the two systems, it thus seems un- 
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realistic, as well as confusing, to de- 
scribe one as “private power” and the 
other as “public power.” Therefore, 
in this discussion the terms “electric 
companies” or “power companies” or 
“company operation” will be used 
when referring to the one system, and 
“government operation” or “govern- 
ment ownership” when referring to 
the other. 


Government Power Is Not Cheap Power 

The greatest difference in the meth- 
ods of operation of the two systems 
lies in the different rules applied to 
the one as compared to the other. The 
government makes the rules in both 
cases. State or Federal governmental 
commissions have control over certain 
electric company operations and regu- 
late the price of the product. It is 
right that government should. The 
government requires electric compan- 
ies to pay taxes and this is right. By 
the nature of the American economy, 
electric companies must pay market 
prices for the money that they use to 
build power generating and distribut- 
ing facilities. As in the sale of all 
commodities, the ultimate consumer of 
electricity sold by the electric com- 
panies pays, in the cost of the prod- 
uct, the taxes and the cost of money 
paid in its production and distribu- 
tion. 

But when government operates the 
power business, different rules from 
those applied to the electric companies 
are established. 

Let us take the very important 
matter of regulation, for example. The 
power operations of Federal bureaus 
and authorities are free from scrutiny 
or order from any of the duly con- 
stituted state commissions, under 
whose regulation the electric com- 
panies operate. Nor are they affected 
by Federal regulatory agencies except 
in cases where the Federal Power Com- 
mission has set up accounting systems 
and approved rates. Rules, conditions 
of services, and rates are formulated 
by the power-producing agencies, and 
there is no recourse for the customers 
other than Congressional action. 

As in regulation, or rather lack of 
regulation, other rules for government 
operation are designed to favor this 
method. These differences are so great 
and have such an important bearing 
on the preference clause that discus- 
sion would be useful. But since time 
will not permit examination of all of 
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the discriminatory differences of the 
rules, we will presently limit our- 
selves to two important differences, 
namely, the cost of money and taxes. 
A. Cost of Money 
1. Power Company 
The power business requires a 
large amount of money for plant 
construction—about eight times 
that required by an ordinary 
manufacturer for the same vol- 
ume of business. Therefore, the 
cost of money is an important 
item in the cost of furnishing 
electric service. Electric com- 
panies borrow this money from 
the investing public. The com- 
panies must pay the market 
price, otherwise people invest 
their money elsewhere. That is 
what we call the “free market.” 
This is the method used that is 
sometimes called the “American 
system.” 
2. Government Power 


The government makes the 
rules on the financing of govern- 
ment power projects or other so- 
called public bodies. Government 
power projects do not pay the 
market price of money. For ex- 
ample, TVA pays no interest on 
the almost $2 billion of taxpayer’s 
money donated to it by the Con- 
gress. But interest has been and 
is being paid, nevertheless. It is 
paid by every taxpayer when he 
digs out of his pocket every year 
his contribution to the item 
marked “interest on the public 
debt” in the Federal Budget. 

In some instances, government 
power projects pay interest, but 
as pointed out by Representative 
Frank T. Bow, of Ohio, in an 
address before the Edison Elec- 
tric Institute Convention on June 
5, 1956, this interest rate is con- 
siderably below the cost of 
money to the government. Rep- 
resentative Bow also points out 
that the Administration is not 
applying the proper interest rate 
for the cost of money in keeping 
with terms of the Flood Control 
Act of 1944. 

But the cost of borrowed money 
to the government does not rep- 
resent the price that American 
citizens want for the use of their 
money when it is used in the 
power business. The govern- 
ment’s general taxing power is 
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a factor that influences the price 
the banks charge the government 
for loans. The way to find out 
what the American people want 
for the use of their money in the 
power business is to examine the 
daily published quotations on 
purchases and sales of securities 
of companies in the power busi- 
ness. 

If it is argued that the govern- 
ment should be in the power busi- 
ness for the reason that its tax- 
ing powers enable the govern- 
ment to borrow money at less 
than the free market price, then 
the same argument applies to 
other businesses. Obviously, the 
end result is a system wholly 
foreign to that of the American 
concept. 

B. Taxes 


In the matter of taxes, the gov- 
ernment also establishes different 
rules under the two systems. 
Power companies are taxed by 
local governing bodies and are 
required to pay the regular Fed- 
eral income tax. On the other 
hand, government power projects 
pay lower, if any, local taxes and 
are required to pay no Federal 
income tax. 

A traditional American trait 
is fairness. It is one of the char- 
acteristics that has made us a 
great people. Is it not unfair 
for the men in government who 
make the rules to require the 
electric companies to pay Fed- 
eral income taxes, and then to set 
up governmental power busi- 
nesses and charge them no Fed- 
eral income tax? 

It is sometimes argued that 
there is no logical reason why the 
government in the power business 
should pay taxes to itself. Is this 
not a play on terms? Taxes, like 
all other expenses, go to make up 
the cost of furnishing electric 
service, whether by the electric 
companies or by governmental 
agencies. As a result of this un- 
fairness, customers of the elec- 
tric companies pay Federal taxes 
in their electric bills, whereas 
customers of the government 
projects do not. 

Now let us examine the results of 
this discrimination, its practical effect 
when coupled with the preference 
clause. Few people realize the effect 
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of these two subsidies—cost of money 
and taxes—in government power op- 
erations. 

The notion that government power, 
or so-called public power, is cheap is 
a myth. It is simply power that is 
sold below cost. There is nothing about 
government which makes men who 
work there more efficient than men 
who work in business. 


TVA 

Let us take TVA as an example. If 
TVA were required to pay the market 
price of money as the companies must 
pay, and the same taxes the power 
companies are required to pay, TVA 
would have to almost double its rates 
to break even. In other words, TVA 
rates are only a little more than half 
of what they should be. 

As a result of these two subsidies, 
customers of government bodies such 
as TVA get their electricity at less 
than its cost to the government—at 
the expense of all taxpayers. 

Advertisements in nationally cir- 
culated publications boast that TVA 
has available “low-cost” electricity 
for industry, in order to lure to Ten- 
nessee those industries that might 
otherwise locate in some other state— 
although the people and the industries 
of the other states make up the dif- 
ference between this subsidized power 
and true cost power through their 
taxes which support TVA. 

General Vogel, Chairman of the 
Board of the Tennessee Valley, in an 
address before the American Power 
Conference on March 22, 1956, said: 
“A number of factors, aside from those 
of taxes, interest and profit, are favor- 
able to low power costs in the Tennes- 
see Valley region, and it is upon those 
that I shall attempt to focus atten- 
tion. Nevertheless, I cannot ignore the 
very real advantages accruing to any 
system which operates for minimum 
earning rather than a normal profit 
and which is not required by law to 
pay interest on its obligations or in- 
come taxes to the Federal Government. 
In all fairness, it must be admitted 
that these result in consumer advan- 
tages not enjoyed by the customers of 
private power companies. Any talk 
about establishing a measure for the 
cost of power without reference to 
these factors is, of course, absurd.” 

Nevertheless, one of the reasons ad- 
vanced for establishing TVA in the 
first place was for the purpose of es- 
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tablishing a “yardstick” to measure 
the proper level for the rates of the 
electric companies. My opponents here 
speak of the yardstick. Most of Mr. 
(Leland) Old’s learned discourse has 
to do with the need for government 
power as a means of keeping the power 
company rates in line. Is that fair, 
Mr. Olds, when government power en- 
joys so great a subsidy? For about 
20 years the American people have 
been told of the TVA yardstick. Those 
of us in the power business have known 
all along that it was an unfair yard- 
stick, and now we have the frank 
statement of the present Chairman of 
the Board of the TVA who recently 
said, “I don’t know how we would ever 
solve the problem of paying Federai 
income tax, for instance; and insofar 
as we fall short on that, this is not a 
yardstick. And I don’t kid myself, and 
I think no one should kid himself, that 
a yardstick is involved in this. It is 
a measuring stick, yes.” 

It seems likely that the inequity, 
and the special privileges of govern- 
ment power, have never been summed 
up more concisely than by the late 
Senator Norris, author of the TVA 
act. When TVA first moved in, and 
the taxpaying electric companies were 
forced out, a number of local and state 
governments found their tax receipts 
seriously cut. The suggestion was 
made that TVA should be taxed in the 
same way that any other power com- 
pany is, moving Senator Norris to de- 
clare in a burst of candor, that, if sub- 
jected to equal taxation, “TVA would 
be out of business in three months.” 


“Yardsticks” a Deception 

Admiral Ben Moreell, former Chair- 
man of the Second Hoover Commission 
Task Force on Water Resources and 
Power, in the course of a series of 
lectures at the University of Chicago 
this spring, observed that “The con- 
struction of Federal power projects 
as ‘yardsticks’ to control the rates 
charged by investor-owned utilities is 
clearly a deception. By virtue of the 
various subsidies, particularly the 
failure to include taxes .. . the ‘yard- 
stick’ proposed by public power has the 
equivalent of something in the neigh- 
borhood of 24 to 27 inches.” 

Thus, it appears that there is a 
mistaken notion about this ‘“‘cheap- 
ness” of government power, or “public 
power.” It is subsidized power. It is 
power which is sold below cost to a 
favored few. 
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Preference Means Special Privilege 


I should like to lead into the next 
phase of our discussion, the ultimate 
effect of the preference clause, with a 
further quotation from Admiral Mo- 
reell. 

“The preference policy,” he said in 
the course of the University of Chi- 
cago lectures, “in effect, makes any 
customer of a non-publicly owned util- 
ity a second-class citizen so far as 
Federal power is concerned. The com- 
pany from which he buys power is 
denied Federal power. His neighbor 
across the road or in the next town, 
served by a cooperative or a munici- 
pality, gets power for less than true 
cost while he, in his electric rate, pays 
local, state, and Federal taxes in a 
greater amount because his neighbor 
pays nothing toward these ends.” 

‘‘Investor-financed power com- 
panies,” he continued, “by their tax 
payments, are forced to subsidize com- 
peting public power. Approximately 
80 per cent of our people obtain their 
power from the investor-financed com- 
panies and they, in large measure, sub- 
sidize the 20 per cent who are served 
hy public power.” 

These discussions, I think, have 
shown that the most inequitable ad- 
vantages and weapons enjoyed by 
Federal power projects in competing 
with the power companies are: (1) 
their complete freedom from Federal 
taxation; (2) the exercise of the 
preference clause of the Flood Con- 
trol Act of 1944 and other public 
power acts in the sale of electricity to 
a favored group of customers. 

Both advantages are flagrantly dis- 
criminatory; both are closely related 
in their operation. The first is manda- 
tory since it is within the provisions 
of the law as it stands today, and the 
second has been so interpreted and 
exercised by the Federal power pro- 
ducing agencies. 

In effect they are responsible, along 
with elastic interpretations of the law, 
and unrealistic cost allocations and 
rate setting, for the subsidy of ap- 
proximately one-fifth of electricity 
consumers today, at the expense of 
the other four-fifths. 

To give the tax-free status its full 
weight, Federal electricity sales are 
made preferentially to municipally- 
owned power distribution systems, co- 
operatives, and public power districts, 
which in turn enjoy Federal tax-ex- 
emption and local exemption in large 
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degree. 


Origin of the Preference Clause 

A brief look at the origin of the 
preference clause seems pertinent at 
this point. According to H. N. Beamer, 
of the Idaho Public Service Commis- 
sion: 
“It is frequently said that the 
Federal power preference statutes 
had their origin in an early recla- 
mation act of April 16, 1906, and 
are therefore an established and un- 
changeable principle in the Federal 
Government’s resource development 
program. Such a statement is ab- 
solutely false. The preference 
clauses, as they exist today, had 
their origin in the Tennessee Valley 
Authority Act of 1933, and were 
one of the several vehicles without 
which the socialization of the elec- 
tric industry in the TVA area could 
not have been accomplished. 
“The Act of 1906 merely provided 
that whenever a development of 
power was necessary for the irriga- 
tion of lands, the Secretary of the 
Interior was authorized to lease any 
surplus power or power privileges 
‘giving preference to municipal pur- 
poses.’ The same wording, ‘giving 
preference to municipal purposes.’ 
was used in subsequent acts in 1911, 
and even as late as 1922.! 
“It is very plain that such a pref- 
erence was based upon the use of 
power and is in favor of the power 
user. It was, in fact, limited to 
municipalities as consumers of elec- 
tric power for municipal purposes 
. as distinguished from the pro- 
prietory business of selling power 
to the public for general use. It 
was not a preference based upon the 
type of agency which distributes 
power to the actual consumer.” 
The master plan of the Federal 
power program was set forth in the 
Tennessee Valley Act of 1933, and in 
subsequent acts culminating in the 
I'lood Control Act of 1944. In these 
measures, preference in the purchase 
of Federally produced power was ex- 
tended to all types of public bodies 
and cooperatives, and government 
power advocates have arranged for 
interpretations to suit their purposes. 

Below-cost pricing is obviously de- 


“Municipal purposes” means for such pur- 
poses as street lighting and water pumping. 
There was no discrimination among towns or 
citizens. There was no discrimination in 
favor of government power or “public power.” 
There was no discrimination in favor of 
citizens who get their power from “public 
power” projects and cooperatives. 
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Figure 1 


signed to encourage the establishment 
of local public power systems to qual- 
ify as preference customers under the 
law. 

In practice, the law has also been 
used to discriminate against electric 
companies, even where a company 
could retail the electricity at a lower 
figure than could the local, privileged, 
tax-free systems. This, of course, en- 
courages the continuance of inefficient 
systems, to the detriment of electric 
service and the purses of both the local 
consumer and the taxpayer at large. 


Again the men in government set 
the rules. They rule that “public 
bodies,” that is government power 
projects, power districts, municipal 
plants, and cooperatives, shall be given 
preference in the purchase of power 
generated by the Federal Government. 
Thereby they have set up a special 
privilege class in America, and have 
said in effect that this privileged class 
shall have first call on government- 
subsidized power and that other peo- 
ple, the customers of the investor- 
owned electric companies, shall in ef- 
fect be classified as second-class citi- 
zens. 


Is not America a place where special 
privileges are frowned upon? Is not 
Government the body to which people 
look to prevent unjust discrimina- 
tions? 

This is discrimination and special 
privilege of the worst sort. 


To make matters worse, the special 
privilege spreads like a disease and 
the preference clause encourages this 
spreading. So-called “public bodies” 
want it because of its subsidies. 
More “public bodies” can get it be- 
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cause they have preference. Carry this 
process to its logical conclusion and 
nobody benefits at the expense of any- 
body else, but you will have one of our 
great business institutions being run 
by men in government who also will 
act as their own regulators. 


Public Opinion 

Why does this preference policy-—— 
which is so unfair and unjust to 80 per 
cent of our people—continue in effect? 
Possibly we may find the answer sug- 
gested in the surveys of public opinion 
and in other measures of the public’s 
knowledge of these matters. 

I am privileged to quote from the 
results of opinion surveys conducted 
over the past few years by Central 
Surveys, Inc. This information will be 
of interest to both sides of this debate. 

Interviews or questionnaires com- 
pleted covered a broad section of elec- 
tricity users. They included: 

2667—members of rural electric 
cooperatives in four states 

2250—rural retail customers of 
electric utility companies, 
also in four states 

997—urban retail customers of 
electric utility companies, 
in three states 

In the rural co-op groups, knowledge 
of preference status enjoyed was held 
by only 5 per cent of the co-op mem- 
bers interviewed. Among company 
customers, only 4 per cent had any 
knowledge of preference. 

This in itself is a clue to our trouble. 

But, more significantly, when in- 
formed of the preference, both the cus- 
tomers of companies and the co-op 
members expressed themselves about 7 
to 1 against preference. 


Figure 2 


Here are the results: 
Co-op Company 
Members Customers 





Know of Preference 5% 4% 
Opinions: 
Support of 
Preference 11% 8% 
Oppose 
Preference 76 72 
No Opinion 13 20 


In the aggregate of surveys, when 
asked why they opposed preference, 66 
per cent said everybody should have 
“equal treatment,” eighteen per cent 
mentioned general free enterprise at- 
titudes, and 5 per cent referred to 
taxes. 


In a South Dakota newspaper poll, 
we get a clue as to the opinion of cus- 
tomers of a municipally-owned power 
system. Again we find the vote nearly 
7 to 1 against preference. 

The following table shows these re- 
sults: 

Customers of 
Municipally- 
Owned Plant 


Support of Preference 12% 
Oppose Preference 82% 
No Opinion 6% 


These measures of public attitude 
seem to indicate that we can attribute 
continuance of this preference and 
discrimination to the fact that only 
relatively few people are informed on 
the subject. That is why a public de- 
bate of this kind is so valuable. That 
is why such public discussion is in 
the public interest. 

Here we have a situation where 
most people do not know the facts. 
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Figure 3 


When informed as to the facts they 
express themselves as being opposed 
to preference. This happened in the 
opinion sampling. It seems logical 
that the same would happen if Ameri- 
cans generally were informed as to 
the facts. 

This suggests that the solution of 
our problem is in telling people the 
facts about preference. When prop- 
erly informed, the American people 
can be counted upon to demand fair 
treatment. 


Validity of Arguments for 
Subsidized Power 

It may be pertinent to examine here 
a few of the principal arguments that 
are often advanced by proponents of 
the preference clause and govern- 
ment power. 

A. It is sometimes stated that the 
low rates of such government power 
projects as TVA helped to keep down 
the electric rates of power companies 
throughout the country. 

I have been in close touch with the 
rate end of the business throughout 
my business career, beginning in 1928, 
and if time permitted I could demon- 
strate at length that the above state- 
ment is not true. Some evidence of 
this fact can be found from the ac- 
companying Fig. 4 which shows the 
index of the average price of residen- 
tial electricity of all electric power 
companies in the country over a pe- 
riod of many years. The trend has 
been steadily downward. 

This is of particular significance 
in view of the trend of the overall 
cost of living, shown in the upper 
curve of the chart. On an index base 
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of 100 in 1913, the cost of living index 
had risen to 270 at the end of 1955 
and the average price of residential 
electricity dropped to the index figure 
of 30. Note also that the greatest 
percentage drop occurred before the 
year 1933, which marked the begin- 
ning of the TVA. 

Instead of causing lower rates gen- 
erally, there is some evidence to in- 
dicate that the subsidized government 
power rates may actually be causing 
higher rates in neighboring territory 
than would otherwise be the case. We 
have seen that the cost of money is 
a substantial item in the cost of fur- 
nishing electric service. The cost of 
money depends upon the market price 
of money. When subsidized govern- 
ment power enters a territory, in- 
vestors in adjoining property may be- 
come uneasy lest their investment be 
destroyed. The risk of investment be- 
comes greater and this tends to in- 
crease the cost of money, all of which 
is reflected in the price of service. 

But aside from that point, let us 
again consider the fairness of such 
an approach to rate regulation. Let 
us take a homely case of a grocery 
store owned and operated by a busi- 
nessman in the usual American fash- 
ion. He has invested his money and 
possibly that of his friends and as- 
sociates. He pays taxes including 
Federal income taxes. Assume then 
that the government decides to build 
a grocery store beside him in order 
to set up a yardstick to measure the 
fairness of his prices or as a means 
of keeping his prices in line. The food 
supplies are given to the operator of 
this government store, after purchase 


Figure 4 


from general tax funds. The operator 
of the government store is required 
to pay no Federal income taxes. Ob- 
viously he can sell groceries at a 
lower price. Is that a fair way to 
keep the businessman in line? The 
inevitable result would be that the 
businessman would sell out or be 
forced out of business. That is what 
has happened in the power business in 
Tennessee. There are practically no 
power companies left in that state. 
We, the whole Nation, have lost the 
taxes those companies would be pay- 
ing, if they were now in existence. 
The taxes that all people pay are now 
higher than they would be if those 
companies were in existence and pay- 
ing their share. 

A similar result seems certain 
wherever subsidized power takes root. 

B. It is argued that government 
subsidized power greatly helps the 
economic development of a region. 

The facts dispute this. Again let’s 
take TVA as an example. 

The State of Tennessee, principal 
domain of the Authority, has not ad- 
vanced economically ahead of its 
neighbors despite the spending by the 
TVA of about two billion dollars of 
taxpayers’ money.” 

Among its ten neighbors in the 
South populationwise Tennessee was 
fourth in 1930 and fifth in 1955. 

In construction contracts its posi- 
tion each year has depended upon the 
rate of government construction. 

In postal receipts its 1933 standing 
was third among the 11 states and in 





2Data from U. S. Dept. of Commerce, 
Bureau of Census and Survey of Current 
Business; Statistical Abstract of the U. S.; 
Dun’s Statistical Review. 
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1954 it had slid off to fourth place. 

In total personal income it was in 
fourth place in 1933. It has dropped 
to fifth place and remained there for 
the years 1943 through 1955. 

In new business incorporations it 
stood fifth in 1946 but dropped to 
sixth place in 1955. 

In total deposits of all banks it stood 
second in 1933 and third in 1954., 

It did advance its economic stand- 
ing in percent of U. S. total individual 
income taxes paid; it stood sixth in 
1933 and fifth in 1954. 

At the House Hearings on the Pub- 
lic Works Appropriations Bill for 
1956, Rep. Phillips (Cal.) observed 
to General Vogel, Chairman of the 
TVA Board, that—‘‘the United States 
Chamber of Commerce compared Ten- 
nessee with these other ten South- 
eastern States as of 1930 and then in 
1950, and found that Tennessee had 
made no advance during that time in 
the various criteria which are used 
in commerce as the testing criteria 
for improvement, progress, or failure. 

“The States around Tennessee 
which have been compelled to depend 
upon private power have done better 
than Tennessee, which has depended 
entirely upon TVA power.” Continu- 
ing, he asked, “Did you want to say 
anything about that?” 

The TVA Chairman replied in part, 
“T have been very much concerned 
myself by the undue emphasis placed 


upon that particular thing, and the 
slanting which I think it has received 
at the hands of those who purport to 
be the champions of TVA ... I do not 
wish to belittle the accomplishments 
by the TVA, nor the great gains which 
have been made in the valley, but Iam 
concerned about the overemphasis and 
the slanting, because I am afraid that 
people have come to get somewhat of 
an erroneous impression and, in fact, 
I do not like that argument at all.” 

But even if this argument were 
true, what of the fairness to other 
regions? Is it fair to tax the people 
and the industries of all states so that 
people and the industries of one state 
can obtain subsidized power? 

C. It is argued that state regulation 
is inadequate and competition from 
the Federal Government is necessary 
to keep prices in line. 

In my career in rate work I have 
had occasion to deal with many of 
our state regulatory bodies. I have 
found them by and large honest, con- 
scientious, and effective. It is a dis- 
service to our state government in- 
stitutions to say that Federal competi- 
tion is necessary because of the failure 
of men in local government to per- 
form their duty. If we have a break- 
down in state regulation in an area, 
the people of that area are fully able 
to bring about the required remedy. 

D. It is sometimes argued that cer- 
tain areas of our country need eco- 
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nomic aid and that the Federal Gov- 
ernment should supply it from gov- 
ernment subsidized power. 

This is a rather broad question. It 
is subject to much debate in itself. 
If any areas of the country are 
destitute and need financial aid, let us 
consider taking care of that in the 
open. Let us not camouflage the help 
to an area through such means as sub- 
sidized electric power. 

It is doubtful that the people of 
Tennessee are unable to stand on their 
own feet. If the people of Tennessee 
knew the facts it is doubtful that they 
would want to continue to receive such 
benefits as they are now receiving 
from subsidized power at the expense 
of their neighbors in other states. 

E. Finally, it is argued that the elec- 
tric companies should not have a 
monopoly in the power business, that 
the government should at least be al- 
lowed to be in some of the power busi- 
ness. 

Again, could not the same argument 
be made for every other kind of busi- 
ness? Should the steel people have a 
monopoly in the production of steel 
or should the government also be in 
that business? By the same argument 
should not the government be partially 
in the business of producing oil and 
coal and the manufacture of our vari- 
ous products? 

The answer seems to be that the 
government should not be in business 
because it is not set up to be in busi- 
ness. The American government is 
set up to be the regulator and the um- 
pire, not the player. Government’s 
primary duty is to maintain order and 
fair play. 


Broad Implications 

I have tried to approach the prob- 
lem from the standpoint of the anal- 
ysis of facts which indicate that the 
present practice is unfair, unjust, and 
is discriminatory. However, a discus- 
sion of this kind is not complete with- 
out reference to the broad implica- 
tions involved in the kind of thinking 
that enters into the preference clause. 
It happens to have particular implica- 
tions with respect to the power busi- 
ness. If allowed to continue, it can 
lead to complete government opera- 
tion of the power business. If the 
preference principle is proper in the 
power business, by the same logic, it 
is proper in other businesses. If ap- 
plied there it will lead to government 
operation of those businesses. 
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Obviously, the logical end result of 
the application of this principle will 
be some kind of social system which 
is foreign to that intended by the 
founders of our Constitution. Some- 
times this end result is called social- 
ism. At least we find that most defini- 
tions refer to a socialistic state as one 
in which the government operates the 
principal means of production. We do 
know that the socialist party in Amer- 
ica has advocated government opera- 
tion of the power business and all the 
basic industries from the very begin- 
ning. We know the socialist parties 
in England and in other countries 
stand for government operation of key 
industries, including power. We know 
that Lenin believed that socialization 
of power was one of the first steps in 
the creation of a socialistic state. 

From this it should not be inferred 
that all of the people in America who 
believe in government operation of 
the power business are necessarily 
socialists. It does not mean that my 
worthy opponents in this debate are 
socialists. 

Nevertheless, we are living in an 
age when we need to analyze these 
problems carefully. On all sides men 
everywhere discuss our present trou- 
bled times. We are prosperous, and 
yet serious men are gravely concerned 
lest we in our generation somehow 
fail to leave future generations the 
great gifts and opportunities we have 
enjoyed. These have been possible be- 
cause we have been free—individua!ly 
free—free from the government 
domination which has plagued man- 
kind throughout all history—free 
from the government domination 
which today plagues most men on 
earth. 

We can trace our spiritual, moral 
and material well being to this free- 
dom. We have material strength be- 
cause of it. 

In our generation we have fought 
two world wars in defense of this free- 
dom. Even today we find the world 
divided into two camps, each engaged 
in a race of preparation of fearful 
arms against what might come. We 
are ready again to use these arms in 
defense of our freedom if necessary, 
although we pray everyday it may not 
be. 

You ask what has this to do with 
preference. It has much. 

Thoughtful men believe, and I con- 
cur, that there is more danger of our 
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losing our freedom by reason of some- 
thing happening within us than by 
sabotage by outside forces. History 
teaches us that most people have lost 
what freedom they had by reason of 
these inside forces. 

I also believe that if we lose freedom 
as a result of something happening 
within us it will not be through the 
adoption of socialism or communism, 
in name. We must not confuse our- 
selves with terminology. Government 
control and operation of the means of 
production has been called by many 
names throughout all history, and in 
all cases it has been accompanied by 
absence of individual freedom. 


Basically speaking there are only 

two kinds of society. 

A. There is the philosophy that the 
individual should rely upon gov- 
ernment for his personal eco- 
nomic security and advancement. 
The government is responsible 
for his welfare and livelihood. 
The government controls the 
economy. The government uses 
force, which is the only means 
available to a government, to 
operate such a system. We have 
called this system by many 
names. We have called the head 
man a Pharaoh, a Caesar, a 
Czar, a King, a Fuehrer, a Ty- 
rant, a Dictator. Man is not free. 

B. The other philosophy requires 
that the individual rely upon 
himself for his personal economic 
security. He sets up a govern- 
ment to maintain order and fair 


play. He takes the risk. He is 
free. 
Our danger in America lies in 


Americans who through lack of knowl- 
edge or otherwise call upon their gov- 
ernment to do for them those things 
which men can and should do for 
themselves. 

The danger lies in men in govern- 
ment who try to do for the people 
those things which the people can and 
should do for themselves. 


These dangers were foreseen by 
Thomas Jefferson when he said: 


“A wise and frugal government, 
which shall restrain men from in- 
juring one another, which shall 
leave them otherwise free to regu- 
late their own pursuits of industry 
and improvement, and shall not take 
from the mouth of labor the bread 
it has earned—this is the sum of 
good government. ... 
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“If we can prevent the govern- 
ment from wasting the labors of the 
people, under the pretense of taking 
care of them, they must become 
happy.” 

The preservation of our freedom 
in America lies in the hands of our 
citizens. If we call upon our govern- 
ment to take care of us the govern- 
ment will do it, but let us think well 
before we make such demands. As in 
the case of the followers of Abraham, 
who flocked into Egypt, the end result 
is slavery and bondage. It may be 
some time before we have another 
Moses to lead us out. 

Preference thinking is the kind of 
thinking that results in the perform- 
ance by government of those tasks 
which the American people should 
perform for themselves. Preference 
leads to government operation of an 
important segment of our productive 
economy when that segment can well 
be handled by free men taking care 
of themselves without calling upon 
their government for help. 


Suggested Remedy 

Let us briefly review the basic facts 
that I have tried to present: 

1. The preference clause is un- 
fair and unjust in that it benefits 
20 per cent of our people at the ex- 
pense of 80 per cent. 

2. The preference clause results in 
a waste of taxpayers’ money in that 
it leads to government construction 
of power facilities that can and 
should be built by the citizens. 

3. The preference clause breeds 
on itself and leads to more and more 
government operation of the power 
business, which ultimately can lead 
to complete government operation. 

4. The preference clause is Un- 
American. This kind of thinking 
and practice could lead to the kind 
of social system where individual 
freedom could not exist. 

5. At the beginning of my dis- 
cussion I said the preference clause 
issue was simple in that it resulted 
in unjust discrimination among our 
citizens. The opinion surveys show 
conclusively that when the Ameri- 
can people know the facts they are 
everwhelmingly opposed to it. 

This, I think, brings us to the point 
where we can ask the question, “What 
is the remedy for the unjust and harm- 
ful discriminations of the preference 
clause?” 

(Continued on page 287) 
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Ninth Annual Round Table Conference Theme 


Is “Preparing Today ... for Tomorrow’s Problems’ 


By W. H. Senyard 


Director of Personnel, Louisiana Power Company, and 
Chairman, Round Table Conference Program Committee 


N the belief that we can cope with 

tomorrow’s problems more easily 

if we plan intelligently for them 
today, the EEI Industrial Relations 
Committee has announced that the 
general theme of the Ninth Annual 
Round Table Conference will be pre- 
paring today .. . the employee, the 
supervisor, the labor organization, the 
Industrial Relations Department... . 
for tomorrow’s problems. The Confer- 
ence will be held September 17-19, 
1956, at the Drake Hotel, Chicago, IIl. 


Keynote Speakers 

Keynote speakers include H. L. 
Bowen, Manager of Industrial Rela- 
tions, Georgia Power Co.; S. F. Leahy, 
Manager of Employee Relations, The 
Detroit Edison Co.; E. J. Thimme, In- 
dustrial Relations Manager, Public 
Service Electric and Gas Co.; and F. L. 
Larkin, Vice President, Wisconsin 
Electric Power Co. 


Mr. Bowen will discuss, among 
other things, the necessity for prepar- 
ing the employee to meet the increas- 
ing problems brought on by growth, 
improved technologies, greater re- 
quirements in administrative skills, 
and the increased emphasis on public 
relations as they affect the individual 
employee. 

Mr. Leahy will discuss essentially 
the same subjects in relation to prep- 
aration of the supervisor for tomor- 
row’s problems. He also will cover the 
various techniques and procedures in 
developing supervisors to enable them 
to meet the ever-widening scope of 
their jobs and to prepare themselves 
for the tremendous changes on the in- 
dustrial horizon. 


The union is also an important fac- 
tor in the consideration of tomorrow’s 
problems, presenting problems in in- 
dividual and group motivation. Mr. 
Thimme will enlarge on this point in 
the general areas of negotiations, 
grievance sessions, company initiated 








Speakers and Conference Leaders 


Luncheons 


D. S. KENNEDY, President, 
Edison Electric Institute, Oklahoma 
Gas & Electric Co. 

Cuas. E. OAKEs, President, 
Pennsylvania Power & Light Co. 
Cot. H. S. BENNION, Retired Manag- 

ing Director, 
Edison Electric Institute. 


General Meeting 


H. L. Bowen, Manager of Industrial 
Relations, 
Georgia Power Co. 

S. F. LEAHY, Manager of Employee 
Relations, 
The Detroit Edison Co. 

E. J. THIMME, Industrial Relations 
Manager, 
Public Service Electric and Gas Co. 

F. L. LARKIN, Vice President, 
Wisconsin Electric Power Co. 


Preparing Today the Employee for 
Tomorrow’s Problems 


C. J. Hartwic, Administrator, Em- 
ployment and Training, 
Northern States Power Co. 

W. H. JoIner, Assistant Manager, In- 
dustrial Relations, 
Georgia Power Co. 

J. E. KANE, JR., Assistant Manager, 
Personnel Department, 
Baltimore Gas and Electric Co. 

J. M. McConNELL, Employment Man- 
ager, 
Rochester Gas and Electric Corp. 

J. E. SHERIDAN, Personnel Director, 
Tampa Electric Co. 

C. C. WAGGET, Personnel Director, 
Community Public Service Co. 


Preparing Today the Supervisor for 
Tomorow’s Problems 


D. A. BARTLETT, Director of Industrial 
Relations, 
Western Massachusetts Electric Co. 
J. J. FOLEY, Personnel Counsel, 
New England Power Service Co. 


C. E. JONES, Director of Personnel, 
Mississippi Power & Light Co. 

R. E. PHENICIE, Personnel Assistant, 
Wisconsin Public Service Corp. 

R. E. ScHwas, Assistant Manager of 
Employee Relations, 
The Detroit Edison Co. 

M. O. WILSON, Personnel Director, 
Appalachian Electric Power Co. 


Preparing Today the Labor Organ- 
ization for Tomorrow’s Problems 


W. F. CARHART, Wage Coordinator, 
Consolidated Edison Co. of New 
York, Inc. 

E. R. EBERLE, Manager, Industrial 
Relations, 

Public Service Electric and Gas Co. 

WILLIAM ISMAY, Personnel Manager, 
Arizona Public Service Co. 

R. J. Tizwson, Director of Industrial 
Relations, 

Pacific Gas and Electric Co. 

E. A. WERNER, Personnel Manager, 
Gulf States Utilities Co. 

F. E. WINCHESTER, Personnel Rela- 
tions Specialist, 

NEGEA Service Corp. 


Preparing Today the Industrial Rela- 
tions Department for Tomorrow’s 
Problems 


J. P. FLEMMING, General Supervisor, 
Personnel Services, 
The Cleveland Electric Illuminating 
Co. 
H. F. Foster, Assistant Director of 
Employee Relations, 
Consumers Power Co. 
P. V. HAYDEN, Vice President, 
The Connecticut Light & Power Co. 
E. G. Huck, Director Research and 
Training, 
The Cincinnati Gas & Electric Co. 
R. H. SESSIONS, Personnel Director, 
Idaho Power Co. 
J. S. VIEHE, JR., Assistant Director, 
Employee Relations, 
Pennsylvania Power & Light Co. 





Page 283 











Page 284 


conferences, and training courses. 


Mr. Larkin will discuss the key role 
played by the Industrial Relations De- 
partment in preparation of the above 
groups for tomorrow’s problems—plus 
its responsibility to put its own house 
to rights. Some of these responsibili- 
ties include planning, preparation of 
training courses, and union relations. 

These four primary topics will be 
presented at the first general session 
of the Conference on the morning of 
September 17. 


Luncheon Sessions to Hear 
Industry Leaders 

Leading executives of the industry 
will address the assembled group dur- 
ing luncheon sessions. They include 
D. S. Kennedy, President, Edison 
Electric Institute, and President, 
Oklahoma Gas & Electric Co.; Chas. 
E. Oakes, President, Pennsylvania 
Power & Light Co.; and Col. H. S. 
Bennion, who recently retired as Man- 
aging Director, Edison Electric In- 
stitute. 

Mr. Kennedy will present a talk on 
“Keeping the Company’s Economic 
Structure Sound.” Mr. Oakes’s subject 
is “Meeting the Load Growth.” Col. 
Bennion will discuss “Today — The 
Prologue of Tomorrow.” 

The afternoon session on Monday, 
both sessions on Tuesday, and the 
morning session on Wednesday will be 
devoted exclusively to conferences 
centered on the keynote speeches. 


Conference Open to All Supervisors 

Though this Conference is 
sored by the _ Industrial 
Committee of the Edison Electric 
Institute, the topics presented and 
discussed are important to utility 
supervisors of other departmental 
functions. In making its registrations 
for this vear’s Conference, one of the 
companies writes: 


spon- 
Relations 


“In approaching the question of 
who and how many of our folks 
should attend the Round Table Con- 
ference, we have reviewed the re- 
sults and reviewed the reactions of 
the individuals who have attended 
previous Round Tables. Without 
exception the supervisors and man- 
agers have been enthusiastic about 
the Conference and the benefits to 
them. Also without exception, they 
have expressed themselves as being 
‘sorry that more supervisors and 
managers could not have been pres- 
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ent.’ This latter reaction results 
from the fact that we have many 
departments scattered over a large 
area. One or two individuals repre- 
senting only one or two of the major 
functions cannot by normal methods 
communicate with the many other 
supervisors and managers who need 
and want the benefit of the exchange 
of ideas that the Conference pro- 
duces. 

“Accordingly, at least six line or- 
ganization men will attend this 
year’s Conference. They will include 
a division manager, a superintendent 
of a major system-wide function, 
a power plant superintendent, a 
division superintendent of the Lines 
& Substations Department, 2 top 
man to represent engineering and 
construction, and a firing-line repre 
sentative of the Commercial De- 
partment. Two of these men are 
currently on the management 
negotiating team. These six are in 
addition to the two Employee Rela- 
tions men. 

“By selection of this cross-section 
of representatives of most of the 
major functions, we will have some- 
one who has been to Chicago in a 
regular meeting with his associates 
in the same line of endeavor within 
a month after his return.” 

This Conference is an opportunity 
for utility supervisors or specialists 
who deal directly or indirectly with 
problems associated with the actions 
of people. 


Many Take Part 

Conference leaders, listed by topics, 
will include: 

“Preparing Today the Employee for 
Tomorrow’s Problems’—C. J. Hart- 
wig, Administrator, Employment and 
Training, Northern States Power Co.; 
W. H. Joiner, Assistant Manager, In- 
dustrial Relations, Georgia Power 
Co.; J. E. Kane, Jr., Assistant Man- 
ager, Personnel Department, Balti- 
more Gas and Electric Co.; J. M. Mc- 
Connell, Employment Manager, Roch- 
ester Gas and Electric Corp.; J. E. 
Sheridan, Personnel Director, Tampa 
Electric Co.; C. C. Wagget, Personnel 
Director, Community Public Service 
Co. - 

“Preparing Today the Supervisor 
for Tomorrow’s Problems” —D. A. 
Bartlett, Director of Industrial Rela- 
tions, Western Massachusetts Elec- 
tric Co.; J. J. Foley, Personnel Coun- 
sel, New England Power Service Co.; 
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C. E. Jones, Director of Personnel, 
Mississippi Power & Light Co.; R. E. 
Phenicie, Personnel Assistant, Wis- 
consin Public Service Corp.; R. E. 
Schwab, Assistant Manager of Em- 
ployee Relations, The Detroit Edison 
Co.; M. O. Wilson, Personnel Director, 
Appalachian Electric Power Co. 

“Preparing Today the Labor Or- 
ganization for Tomorrow’s Problems” 
—W: F. Carhart, Wage Coordinator, 
Consolidated Edison Co. of New York, 
Inc.; E. R. Eberle, Manager, Indus- 
trial Relations, Public Service Elec- 
tric and Gas Co.; William Ismay, Per- 
sonnel Manager, Arizona Public Ser- 
vice Co.; R. J. Tilson, Director of In- 
dustrial Relations, Pacific Gas and 
Electric Co.; E. A. Werner, Personnel 
Manager, Gulf States Utilities Co.; 
IF. E. Winchester, Personnel Relations 
Specialist, NEGEA Service Corp. 

“Preparing Today the Industrial 
Relations Department for Tomorrow’s 
Problems’—J. P. Flemming, General 
Supervisor, Personnel Services, The 
Cleveland Electric Illuminating Co.; 
H. F. Foster, Assistant Director of 
Employee Relations, Consumers Power 
Co.; P. V. Hayden, Vice President, 
The Connecticut Light & Power Co.; 
E. G. Huck, Director Research and 
Training, The Cincinnati Gas & Elec- 
tric Co.; R. H. Sessions, Personnel 
Director, Idaho Power Co.; J. S. Viehe, 
Jr., Assistant Director, Employee Re- 
lations, Pennsylvania Power & Light 
Co. 

Many other features have been 
planned to contribute to an over-all 
excellent meeting. There will be a 
demonstration of role playing Tuesday 
evening at 8:00 p.m. This year the 
all-star cast comes from the Pacific 
Northwest. The problems involved in 
retirement planning, including cases 
of resistance to retirement, actual re- 
tirement problems, and post retire- 
ment counseling, will be given a thor- 
ough “working over” in a realistic 
role playing atmosphere. 

In addition, there will be a Printed 
Materials Exhibit all during the Con- 
ference, which will contain material 
relating to the role demonstration on 
retirement. 

There will also be the usual get- 
acquainted hour where old and new 
friends can meet. Ladies are cordially 
invited to this session which will be 
Monday evening at 6:00 p.m. 

Members of the Conference work- 
ing together to prepare an interesting 

(Continued on page 289) 
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Fatal Accidents in the Electric Light and 


URING the year 1955 there were 
D 136 fatal accidents to employees 

of electric light and power 
companies reported to the Edison 
Electric Institute. However, detailed 
reports were made on but 122 of these 
accidents. This summary is based cn 
these 122 detailed fatal accident re- 
ports. 

Ninety-five of the 122 or 77.9 per 
cent were electric shock and burn 
cases. This compares with the low of 
62.5 per cent in 1954 and the 15 year 
average of 71.1 per cent. The previ- 
ous high was 76.1 per cent in 1949. 
This indicates where our efforts must 
be exerted if we are to reduce the 
fatal accident experience of the in- 
dustry. 


62 Due to Contacts 

Sixty-two of the fatal accidents 
were due to contacts made while climb- 
ing or working in the working posi- 
tion but without cutting out or losing 
balance. 

The great number of hand contacts 
by linemen can only mean that rubber 
gloves were not being worn while in 
the danger zone; and the number of 
arm, shoulder, and body contacts can 
only indicate that work was being 
done without sufficient “covering up” 
of live equipment and grounds. It is 
true that several reports stated that 
the men were working on what they 
thought to be “dead lines.’”’ While the 
blame in many of these cases must be 
placed with those responsible for de- 
energizing the lines and proving that 
they were safe to work on, still the 
lineman for his own protection should 
have been wearing his rubber gloves 
at least until after he had grounded 
the line or made an appropriate test. 

Energized trucks were responsible 
for three electrocutions when men 
contacted the truck while standing on 
the ground. 

In the underground or cable group 
there were six electric shock or burn 


Power Industry 


By S. H. Young 
The Hartford Electric Light Company 


cases. Two of these involved low volt- 
age network transformers and pro- 
tectors. 

Electric shock and burn cases at 
stations were reduced to 15 which is 
the lowest number recorded during 
the nine-year period since 1946. Such 
fundamental safe operating rules as 
“Remove the ground connection from 
the LINE first” were violated and ac- 
counted for two fatalities, and a third 
was due to the opening of a tem- 
porary ground. 

Low voltage again took its toll and 
was responsible for ten fatal acci- 
dents. 


No Motor Vehicle Fatalities 

A most interesting observation is 
that there were no detailed reports 
of motor vehicle accidents in 1955. 
This is the first year since 1940 that 
this has been the case. The average 
for the 15-year period is nine. That 
there were no motor vehicle fatal ac- 
cidents has some bearing on the in- 
crease in the percentage of the fatal 
accidents due to electric shock and 
burn. 

Falls accounted for 12 cases, which 
is three less than the 15-year average. 
Ten of these falls occurred while doing 
line work; six were falls from poles 


Summary 1 


FIFTEEN YEARS OF FATAL ACCIDENTS IN THE ELECTRIC LIGHT 
AND POWER INDUSTRY, 1941 to 1955 INCLUSIVE 


(From EEI Accident Prevention Committee Summaries) 


Electric 








Shock Motor Struck Caught Miscel- 
Year Total or Burn’ Falls Vehicles By Burned In Drowned laneous 
1941 121 90 11 8 4 2 3 I 2 
1942 121 81 19 11 6 3 0 0 1 
1943 117 81 14 3 4 5 l 3 3 
1944 82 62 6 5 6 ] 2 0 0 
1945 116 79 14 6 5 4 3 3 2 
1946 105 68 19 8 5 0 2 2 1 
1947 173 125 20 8 13 3 2 1 1 
1948 149 102 21 13 6 2 2 0 3 
1949 176 134 16 13 6 l 5 1 0 
1950 141 102 13 9 4 4 0 5 4 
1951 165 121 21 8 4 4 l 5 1 
1952 125 90 7 17 4 0 1 l 5 
1953 134 93 18 12 6 ] 0 0 4 
1954 120 75 17 14 6 0 2 0 6 
1955 122 95 12 0 5 2 1 3 } 
15-Year 
Total 1,967 1,398 228 135 87 32 25 25 37 


} 


DISTRIBUTION OF ACCIDENT TYPES 
(By Percentages of Total Accidents) 


1955 
Electric Shock or Burn. 77.9 
eee 9.8 
Motor Vehicles. ... 0.0 
Struck By....... 4.1 
ee ee 1.6 
Caught In..... 0.8 
Drowned....... 25 
Miscellaneous 3:3 
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15-Year 15-Year Range 
Average Minimum Maximum 
71.1 62.5 77.9 
11.6 §.4 18.1 
6.8 0.0 i332 
4.4 3.1 1.8 
1.6 0.0 4.3 
1.3 0.0 2.8 
& : 0.0 3.5 
1.9 0.0 5.0 
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and towers, and three were falls with 
poles that fell while work was in 
progress. 


Accident Rate Up in Hot Weather 

The monthly summary of electric 
shock and burn fatalities (Summary 
No. 3) shows that in 1955, as in other 
years, over 50 per cent of these acci- 
dents were during the four hot 
weather months—June, July, August, 
and September. The Hot Weather 
Packet that the Accident Prevention 
Committee has developed is an at- 
tempt to warn against the increased 
hazards of hot weather. 


EDISON ELECTRIC INSTITUTE BULLETIN 


The electric utilities had a fre- 
quency of 7.62 and a severity of 1520 
tor the year 1955 compared to a gen- 
eral average of all industries of 6.96 
for frequency and 815 for severity. 

Out of a total of 40 industries as 
listed by the National Safety Council, 
the electric industry ranked 23rd in 
frequency and 34th in severity. This 
is a challenge to us all. Elimination of 
the fatal accidents would not materi- 
ally reduce our frequency rate, but our 
severity rate would be much lower as 
approximately 75 per cent of the days 
lost in 1955 were days assigned to our 
fatal accidents. 


Summary 2 


1947 1948 1949 
Line Work on Poles: —- 
Contacts made while 

climbing or in working 

position but without 

cutting out or losing 





balance. 
Hands... : 3: ee 24 28 
Arms... : 10 19 21 
Head. . , 8 10 7 
Neck... : 0 0 0 
Body.... 7 7 12 
Shoulder. . . 0 0 0 
Leg or Foot. a 3 1 3 
Contact Not Given 2 3 6 
lS . ] 0 0 
Gaff Cutouts 6 2 6 
Slips & Lost Balance. . 3 3 2 
Line Work from Ladders } 0 0 
Line Work in Trees. . 2 0 0 
Line Work on Ground... 13 13 15 
Surveying. .... 0 0 0 
Street Light Replacement 0 0 0 
Energ. Cranes & Trucks. 0 0 0 
Underground... . R 2 2 2 
In Basements ‘ 0 1 0 
Total of Above. 93 85 102 
At Stations... . oa 17 32 
Total... . 1 102 134 





1950 1951 1952 1953 1954 1955 Total 
25 26 26 14 25 27 227 
14 19 11 11 6 16 127 

7 1 7 7 5 5 57 
0 1 0 2 2 7 
5 4 1 7 4 4 51 
0 4 3 4 0 4 15 
3 1 1 3 0 16 
2 5 2 0 0 20 
0 2 1 3 3 4 14 
3 5 4 2 0 0 28 
0 0 0 2 1 3 14 
l 1 0 0 0 0 6 
0 0 0 2 1 1 6 
9 9 10 9 6 2 86 
0 0 2 0 0 1 3 
0 0 0 0 2 2 4 
0 3 1 2 0 3 9 
2 0 2 0 1 6 17 
0 2 0 2 1 0 6 
71 83 71 70 58 80 713 
31 38 19 23 17 15 224 
102.121 90 93 75 95 937 


Summary 3 


TABULATION OF FATAL ELECTRIC SHOCK AND BURN ACCIDENTS 
BY MONTHS 


Number of Cases in 1955 


Month In the Field 
January..... 4 
February hie ; 2 
March... eae Y g 
April po . 5 
May... , 8 
See - 5 
July.... peice es 14 
August... ae ae. Poe 14 
September... ... —— 9 
October... .. v phos 5 
eres or 3 
December. . .  ecieepoes 4 

RI eee errant eran 80 





At Stations Total 15-Year Average 
0 4 3.9 
0 2 4.1 
1 8 4.7 
l 6 q.2 
l 9 9.3 
2 7 12.5 
1 15 14.7 
3 17 11.4 
1 10 9.1 
1 6 ee 
l 4 4.7 
3 7 4. 
15 93.3 


95 9% 


| 
| 
} 
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Preference Clause 
(Continued from page 282) 


The remedy, it seems to me, has 
two components. The first lies in that 
great corrective of injustices and 
abuses—an informed public opinion. 
It depends upon the knowledge and 
then the wisdom, the good sense, and 
the sense of fairness and justice of 
the general public and of Congress. 

The second component of the 
remedy, briefly, lies in the amend- 
ment of the existing unfair legisla- 
tion concerning the sale of power from 
Federal generation plants. Such 
amendments would require that gov- 
ernmentally-produced power (1) be 
sold at point of generation, (2) be 
sold at its fair market value, and (3) 
be allocated in proportion to the num- 
ber of rural, residential, and retail 
commercial customers served by the 
respective applicants for the power. 

Everyone, I think, will agree that 
only the American people, informed 
and purposeful, can exert the infiu- 
ence necessary to correct legislation 
that is harming their best interest. 

The traditional love of individual 
freedom of Americans, the inherent 
sense of justice and equity of the 
great majority offers assurance that 
once the issues are known there can 
be no fear of the outcome. 

How can the issues become known 
to the public? 

That, frankly, is a problem of great 
magnitude that needs the work of will- 
ing hearts and hands of those who are 
interested in fair play and the preser- 
vation of our American traditions. 

The preference clause and tax-ex- 
emption carry within themselves the 
seeds of decay, the virus of privilege, 
and unfairness and loss of revenue to 
government that foredoom them to 
ultimate extinction. Nevertheless, it 
seems a clear duty to hasten in every 
fair and honest way the end of these 
cancerous growths that devitalize and 
endanger a healthy economy. 

This will require the use of many 
avenues of communication—word of 
mouth and the printed word. 

One fruitful way is through honest 
public debates such as this one. 

I wish that many of our great in- 
stitutions of learning could sponsor 
such public discussions in the public 
interest because I believe that a well 
informed public will reach the right 
solution. 
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Ralph D. Jennison 


h- D. JENNISON, former 
President and Board Chairman of 
the New York State Electric & Gas 
Corp., died July 26 in Binghamtcn 
(N.Y.) City Hospital following a 
heart attack. 

Mr. Jennison had been identified 
with the public utility field for more 
than 46 years, including 41 years’ ser- 
vice with NYSE&G and its former 
affiliates. Active in industry affairs, 
he served as a member of the EEl 
Board of Directors from 1944 to 1947, 
and also was a former director of the 
Pennsylvania Electric Association and 
the Empire Gas & Electric Associa- 
tion. During World War II, he served 
as a director of the Council of Elec- 
tric Operating Companies, formed to 
assist in giving the government com- 
plete cooperation from public utili- 
ties. 

A graduate of the University of 
Michigan in 1908 with a B.S. degree 
in engineering, Mr. Jennison entered 
the public utility business in 1909 in 
the construction and operation of pub- 
lic utilities in Montana, Kentucky, 
Missouri, Illinois, and Indiana. 

In 1915 he joined the Central Gas 
& Electric Co. in an operating capacity 
and eventually became vice president 
and general manager of the W. S. 
Barstow Management Association 
which supervised the engineering, con- 
struction, and operations of a group 
of electric and gas companies in the 
General Gas & Electric Co. system. 
These companies included Metropolitan 
Edison Co., New Jersey Power & Light 
Co., South Carolina Electric & Gas 
Co., Florida Public Service Co., Ver- 
mont Hydro Electric Corp., and the 
Binghamton Light, Heat & Power Co., 
which is now a part of NYSE&G. 

Mr. Jennison became president of 
J. G. White Management Corp., suc- 
cessor to W. S. Barstow Management 
Association, in 1937. This organiza- 
tion supervised the operations of a 
large number of operating utilities 
throughout the country, including 
NYSE&G. He served as an officer or 
director of a number of these com- 
panies. 

He was elected president of 
NYSE&G in January, 1941, and con- 
tinued in that capacity until February, 
1949, when he was elected chairman 
of the board. He retired as chairman 
on December 31, 1955. 

Burial was in Swanton, Vt. 
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Glen R. Trumbull 


LEN R. TRUMBULL, associated 

with the electric industry 
throughout his life until his retire- 
ment seven years ago, died Aug. 6 at 
Flemington, N. J., after a heart at- 
tack. Mr. Trumbull was 71 years of 
age. A resident of New Smyrna 
Beach, Fla., Mr. Trumbull was visit- 
ing relatives in Clifton, N. J., when 
stricken. His widow, Mrs. Helen 
Trumbull, survives. 

Glen Trumbull was widely known 
throughout the industry during his 
15 years as Manager of the Better 
Light Better Sight Bureau. He was 
born in Norwalk, Ohio. After gradu- 
ating from Ohio State University, he 
entered the electrical industry in 1909, 
and served with distinction in several 
sales positions. In 1932 he was ap- 
pointed Manager of the National Elec- 
tric Cookery Council, and then in 1934 
was appointed to head up the Better 
Light Better Sight Bureau at its in- 
ception. He continued in the position 
of Manager of that organization unti! 
his retirement in 1949. His vision, de- 
votion and industry were largely re- 
sponsible for bringing the Bureau to 
the position of importance that it now 
enjoys. 

During Mr. Trumbull’s manage- 
ment of the Better Light Better Sight 
Bureau, more than 16,000,000 pieces 
of educational material were made 
available, through every element of 
the electric industry, for use in edu- 
cating the public to the need for ade- 
quate lighting in homes, schools, of- 
fices and industry. The important ed- 
ucational materials produced by the 
Bureau to supplement the Planned 
Lighting program were produced un- 
der his leadership. The first two of 
the Bureau’s four educational pro- 
grams on light and sight for use in 
schools were also prepared during 
this period, bringing to school chil- 
dren a better understanding of the 
importance of sight conservation. 

By thus increasing public under- 
standing of the need for Better Light 
for Better Sight, and in helping to 
keep the electrical industry aware of 
its responsibility and opportunity in 
the field of lighting education, Glen 
Trumbull and the Bureau have made 
a significant contribution to the prog- 
ress of the industry and the welfare 
of the American public. 
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Industrial Relations 


Round Table 


(Continued from page 284) 


and valuable program include C. H. 
Campbell, H. F. Carr, F. M. Osta, 
M. F. Osterling, C. E. Parker, and 
W. H. Senyard, aided and assisted by 
J. C. Arnell, E. J. Brill, and E. S. 
Evans. 

Registrations will be accepted in the 
order of their receipt. 

The registration fee of $35 includes 
participation in all meetings, lunch- 
eons, and hospitality hour, as well as 
a special conference notebook. Regis- 
tration should be sent to E. S. Evans, 
Edison Electric Institute, 420 Lexing- 
ton Avenue, New York 17, N. Y. 


Life Insurance 


Company Investments 
HE life insurance companies of 
this country had invested $13.9 

billion of their funds in public util- 
ity bonds, and $1.35 billion in public 
utility stock as of December 31, 1955. 
This was shown by proceedings of 
the Life Insurance Association of 
America. 

A breakdown of investments be- 
tween the various kinds of public 
utilities was prepared for four com- 
panies. These four own approxi- 
mately 1614 per cent of the total 
assets employed in the life insurance 
business. They have 15.8 per cent 
of thetr funds invested in public 
utility bonds, and 1.7 per cent in 
public utility stock. This compares 
with 15.3 per cent and 1.5 per cent 
respectively for the entire life in- 
surance business. 

An analysis indicates that 61.4 per 
cent of the public utility bond in- 
vestment of the four companies is 
in electric utility bonds. On this 
basis, all the life insurance compa- 
nies own an estimated 59 per cent 
of the total outstanding bonds of 
investor-owned electric utilities in 
the country. Of the public utility 
stock investment of the four com- 
panies, 74 per cent is in preferred 
stock of electric utilities, and 14.8 
per cent in common stock. On this 
basis, all life insurance companies 
own about 29 ner cent of the out- 
standing preferred stock and 3 per 
cent of the common of the electric 
utilities. 








Page 290 


EDISON ELECTRIC INSTITUTE BULLETIN 


Personals 





Paul D. Brooks, Commercial Vice 
President and a Director of Ameri- 
ean Gas and Electric Service Corp., 
has been named Vice President of 
six of that company’s operating sub- 
sidiaries. Mr. Brooks began his util- 
ity career by working for Tennessee 
Public Service Co. in 1928 while still 
attending the University of Tennes- 
see. Upon graduation he was named 
rural development supervisor, and 
was named general sales manager 
in 1936. He joined Ebasco Services, 
Inc. in 1938, becoming assistant man- 
ager of the sales and marketing de- 
partment in 1944, and manager in 
1950. In 1953, Mr. Brooks joined 
AGE Service Corp., and the following 
year was elected commercial vice 
president and a director. He con- 
tinues in that capacity in addition 
to his new duties as a vice president 
of the six AGE subsidiaries. 





Larry A. Nichols has been ap- 
pointed Vice President and General 
Manager of Superior Water, Light 
and Power Co. Mr. Nichols, who 
joined the utility as sales engineer 
in 1935, is a graduate of the School 
of Business Administration of 
George Washington University. Prior 
to joining the Superior company, he 
was employed by Wisconsin Valley 
Electric Co. and the Lake Superior 
District Power Co. In 1942 he was 
appointed general sales manager, 
and was named vice president in 
1952. Mr. Nichols is a member of 
AIEE, Illuminating Engineering So- 
ciety, and the North Central Electric 
Association. 





The Canadian Electrical Associa- 
tion has elected Arthur C. Abbott, 
Vice President of Shawinigan Water 
& Power Co., as its President for the 
1956-57 term. Graduating from Mc- 
Gill University as a mechanical and 
electrical engineer in 1926, Mr. Ab- 
bott joined the Shawinigan company. 
Two years later he was named assis- 
tant superintendent of Beauharnois 
Electric Co., Ltd., and the following 
year became superintendent. Ap- 
pointed distribution engineer for 
Shawinigan’s commercial and distri- 
bution department in 1930, he sub- 
sequently held positions as electrical 


engineer, assistant manager, and 


manager of that department. 





Bessett Watson, Assistant Vice 
President of Texas Power & Light 
Co., has been appointed General 
Sales Manager to succeed the late 
Ted B. Ferguson. Joining the TP&L 
Rate Department upon graduation 
from the University of Texas in 1927, 
Mr. Watson subsequently served in 
a number of managerial positions, 
and in May 1955 was named Manager 
of the Area Development Division. 





J. A. Elzi has been appointed Chief 
Electrical Engineer of Common- 
wealth Associates, Inc. He succeeds 
J. R. North whose appointment as 
Executive Engineer was announced 
previously. Mr. Elzi joined Common- 
wealth’s predecessor company soon 
after graduation from the University 
of Colorado in 1918. His former as- 
signments have been in connection 
with technical studies of generating 
plant and substation design. Most 
recently he has served as consulting 
engineer on special assignments. 





California Electric Power Co. has 
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announced the appointment of John 
A. Talley as Vice President and 
Comptroller to succeed Howard Boy- 
lan who retired. Associated with 
the utility for the past 32 years, Mr. 
Talley has been assistant comptrol- 
ler since 1951. Mr. Boylan became 
vice president and comptroller in 
1943, and prior to that time served 
as vice president. 





Pennsylvania Power & Light Co. 
has announced a number of engi- 
neering personnel changes. W. S. 
Brokenshire, Jr. has been appointed 
Assistant Chief Engineer of the com- 
pany’s Engineering and Construction 
Department, B. C. Seitzinger becomes 
Superintendent of Construction, and 
C. B. Huston was named Construc- 
tion Superintendent of the electrical 
and structural divisions of the Con- 
struction Department. 

Mr. Brokenshire began his engi- 
neering education at the University 
of Cincinnati and from there enlisted 
in the Army during World War I. He 
was appointed to the U. S. Military 
Academy which he attended in 1919 
and 1920, and then went on to grad- 
uate from Pennsylvania State Uni- 
versity in 1924. He joined PP&L’s 
engineering department that year. 
Among other positions he has served 


The Preference Clause Is Unfair, Unjust and Anachronistic 


(Continued from page 274) 


.6 of one per cent of the cost of his 

finished product for electricity in 

1952, as compared with 1.4 per cent 

in 1939.” 

And I am informed, be it said, that 
because of increased use, the house- 
hold user now spends about the same 
amount of his budget for electricity 
that he did in 1939, but if any other 
industry on this continent or in the 
world can match that record, I have 
not heard about it. Nor, I suggest, 
has anyone else. 

If we are going to have preference 
clauses, if we are going to be unjust 
to 80 per cent of the purchasers of a 
single product, why must we assail an 
industry which has so astonishingly 
served the public welfare? Let’s have 
a preference clause for automobiles or 
for steel or steaks or sauerkraut or 
burial service. If we really wish to 


prefer, to select, to single out, twenty 
per cent of our fellow citizens, let’s 
really favor them to the hilt. 


Americans Don’t Like Favoritism 


I submit that we shall do nothing of 
the kind. I submit that we Americans 
don’t like favoritism, that we don’t 
like preferences, that our sense of 
fairness (which is a national char- 
acteristic) will dispose of the electric 
preference clause when the people 
finally are made to understand how 
that preference clause has been ap- 
plied and misapplied, at their expense, 
for the benefit of a select few. Per- 
haps almost all the people can be 
fooled for twenty-five years, or even 
fifty, but surely that is long enough. 
This gravy train has been operating 
with no brakes whatever. It is high 
time they were installed and then 
applied! 
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as senior engineer, assistant produc- 
tion engineer, assistant superinten- 
dent of construction and superinten- 
dent of construction. 

Mr. Seitzinger began his PP&L 
career in 1921 as a substation time- 
keeper. He became a construction 
foreman in 1927. Between 1940 and 
1946 he was construction superinten- 
dent at several power plants while 
new equipment was being installed 
and, following that, was job super- 
intendent and then project manager 
during the construction of new gen- 
erating stations. In 1953 he was 
named construction superintendent 
—structural. 

An engineering graduate of the 
University of Maine in 1922, Mr. 
Huston joined PP&L that year. Sev- 
eral years later he was made con- 
struction foreman, and in 1931 was 
named general foreman. Mr. Huston 
has been electrical superintendent 
since 1941. 





E. F. Graham, Executive Vice Pres- 
ident of Southwestern Gas and Elec- 
tric Co., was featured as “Man of 
the Month” in the July issue of the 
East Texas Chamber of Commerce 
magazine. The chamber comprises 
70 counties in East Texas and Caddo 
parish in Louisiana. 

The article cited Mr. Graham as 
“one of the most active civic work- 
ers this region has ever known, and 
his interests have taken him into 
many fields of endeavor far removed 
from the engineering profession.” 





Melville W. Balfour has _ been 
named General Engineering Super- 
visor for Consumers Power Co. A 
graduate of the University of Mani- 
toba, Mr. Balfour joined the com- 
pany in 1943. Prior to that he was 
associated with the Public Service 
Co. of Northern Illinois and with the 
former Commonwealth & Southern 
Corp. He was formerly assistant 
general engineering supervisor. 





Francis W. Smith has been ap- 
pointed Secretary of Arizona Public 
Service Co., succeeding Clarence A. 
Hulse who retired as Secretary and 
Assistant Treasurer but will remain 
with the company as a special con- 
sultant on financial and corporate 
matters. 

Mr. Smith, a veteran of 23 years 
service in the utility industry, joined 
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a predecessor of APS in 1948. He 
served as treasurer until 1952, when 
a merger resulted in the formation 
of APS and he was named comptrol- 
ler. 





Several engineering staff changes 
have been announced by Niagara Mo- 
hawk Power Corp., all within the 
company’s System Project Engineer- 
ing Department. J. Norton Ewart 


-has been named Assistant Chief 


System Project Engineer, Raymond 
P. Moore becomes Chief Mechanical 
Engineer, Louis S. Bernstein was ap- 
pointed Engineering Consultant, and 
Harold G. Hunt was designated Chief 
Design Engineer. 





At the Detroit Edison Company, a 
number of personnel changes have 
been announced. Edwin O. George, 
formerly manager of sales, has been 
elected a Vice President, effective 
September 1. A graduate of Knox 
College in 1928, Mr. George went on 
to earn a master’s degree in public 
utility economics at the University 
of Illinois in 1929. He joined Detroit 
Edison that year as a clerk in the 
Sales Department, and has held suc- 
cessively the positions of assistant 
to the sales manager, assistant com- 
mercial manager, commercial man- 
ager, and manager of sales. Mr. 
George is chairman of EEI’s Wiring 
Promotion Committee which is spon- 
soring the HOUSEPOWER program. 
He is also a member of the American 
Marketing Association and the Mich- 
igan Electric Association. 


In other advancements at The De- 
troit Edison Co., J. Russell Watson 
has been named Superintendent of 
the General Accounting Department, 
and George F. Oehmke has been ap- 
pointed Superintendent of the Plant 
Accounting Department. The latter 
succeeds Elmer D. King, Assistant 
Secretary and Property Engineer, who 
retired after nearly 42 years’ service 
with the company. 

Mr. Watson studied accounting at 
the University of Detroit, and 
worked for the Union Trust Co. in 
that city before joining Detroit Edi- 
son as a clerk in the Accounting De- 
partment in 1929. In 1949 he was 
named supervising accountant, and 
in 1952 was made assistant superin- 
tendent of the department. He is a 
member of the National Association 
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of Cost Accountants, the Economic 
Club of Detroit, and of the EEI Gen- 
eral Accounting Committee. 

Mr. Oehmke was employed by De- 
troit Edison as a junior engineer in 
1922 following his graduation from 
the Mechanical Engineering School 
at the University of Michigan. He 
became supervisor of the power plant 
and substation cost division, and in 
1954 was named assistant property 
engineer. Mr. Oehmke is a registered 
professional engineer, and a member 
of the EEI Plant Accounting and 
Records Committee. 

Mr. King joined Detroit Edison in 
1915. A former chairman of the EEI 
Plant Accounting and Records Com- 
mittee, he is the author of several 
articles dealing with plant account- 
ing. 





Jay Paul Wade, Senior Account 
Executive, Bozell & Jacobs Advertis- 
ing Agency, has been named Man- 
ager of Central Illinois Public Ser- 
vice Co.’s new Public Relations 
Department. He will have general 
supervision over the company’s pub- 
lic relations activities. Before join- 
ing Bozell & Jacobs in 1948, Mr. 
Wade edited and published news- 
papers in Louisiana. 





At NEGEA Service Corp., a sub- 
sidiary of the New England Gas and 
Electric Corp., Charles T. Abbott has 
been appointed Chief Electrical En- 
gineer, and George H. Gowdy, Chief 
Mechanical Engineer. 

Following his graduation from 
Massachusetts Institute of Technol- 
ogy in 1930, Mr. Abbott became a 
junior executive trainee of the Cam- 
bridge Electric Light Co., a NEGEA 
subsidiary. He served as distribution 
engineer and electrical engineer 
prior to 1947 when he joined the 
NEGEA Service Corp. as electrical 
engineer. 

Mr. Gowdy, a graduate of Tufts 
College, joined the Cambridge Elec- 
tric Light Co. in 1932 as a lighting 
engineer. He transferred to NEGEA 
Service Corp.’s Engineering Depart- 
ment as efficiency engineer in 1941, 
and the following year became me- 
chanical engineer. 





Robert P. Lee, Area Development 
Manager of The Connecticut Light & 
Power Co., has been appointed to the 
United States Chamber of Commerce 
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Committee on Economic Policy. This 
committee studies national problems 
which affect the stability and growth 
of our economy, and helps to develop 
Chamber programs and policies de- 
signed to meet these problems. 

Area development manager for 
CL&P since 1951, Mr. Lee was ap- 
pointed by Governor Ribicoff in 1955 
to be chairman of the Connecticut 
Development Commission. He also 
was active in organizing the Con- 
necticut Development Credit Corpo- 
ration, was its volunteer executive 
manager for ten months, and is still 
a director. 





Portland General Electric Co. has 
announced the election of three new 
Vice Presidents. They are Howard 
Arnett, Hilbert S. Johnson and Ar- 
thur J. Porter. 

Mr. Arnett, a graduate of the Uni- 
versity of Iowa, has held a number 
of positions with PGE since his af- 
filiation with the company in 1936. 
Most recently he has been executive 
assistant to Thomas W. Delzell, PGE 
Chairman. He will have responsibil- 
ity for the general sales manager, 
general manager of customers’ serv- 
ice, and the general superintendent. 

An Oregon State graduate, Mr. 
Porter joined PGE in 1937. He comes 
to his new post from that of general 
division manager, and in his new 
capacity will be responsible for op- 
eration of the company’s division of- 
fices. 

A veteran of 23 years service with 
PGE, Mr. Porter has been superin- 
tendent of production since 1952. He 
also is a graduate of Oregon State. 
He will assume responsibility for 
power production and supply. 





Richard W. Leach, Vice President 
of Wisconsin Electric Power Co. and 
Vice President and General Manager 
of Wisconsin Natural Gas Co., was 
installed recently as President of 
the Wisconsin Utilities Association. 
He succeeded Carl J. Forsberg, Pres- 
ident of WP&L, who was elected 
Chairman of the Board of Directors 
of the association. 

Mr. Leach was employed by the 
former Wisconsin Gas & Electric Co. 
in 1920, and continued his employ- 
ment during vacations while attend- 
ing the University of Wisconsin. Fol- 
lowing his graduation in 1928, he 
joined the former Milwaukee Elec- 


EDISON ELECTRIC INSTITUTE BULLETIN 


tric Railway and Light Co. Trans- 
ferring to WG&E in 1935, Mr. Leach 
served in several capacities until 
1954 when he was elected to his pres- 
ent position. 





Irvin G. McChesney has been 
named Manager of Nuclear Energy 
Research for the Rochester Gas & 
Electric Corp. A graduate of Cornell 
University in 1923, Mr. McChesney 
joined RG&E that year, and worked 
for several years as a cadet engineer 
in power plant testing and operation. 
Later he supervised power plant 
testing, and in 1950 was named as- 
sistant superintendent of electric op- 
eration and planning. In 1953 he 
was loaned to the Dow-Detroit Edi- 
son group, now the Atomic Power 
Development Associates, to work on 
the problem of developing a nuclear 
plant for power generation. 

A veteran of both World Wars, Mr. 
McChesney is Commanding Officer of 
Naval Reserve Research Company 
3-4. He also holds membership in 
ASME, the Rochester Engineering 
Society and the Rochester Chamber 
of Commerce. He has had numerous 
articles published by ASME, AGA 
and the American Institute of Chemi- 
cal Engineers. 





Milton I. Allen has succeeded 
George E. Whitwell who retired as 
Vice President in charge of sales 
for the Philadelphia Electric Co. Fol- 
lowing his graduation as an electri- 
cal engineer from Pennsylvania State 
College in 1928, Mr. Allen joined the 
utility and became an_ industrial 
serviceman. Much of his career has 
been spent in industrial sales work, 
and he was instrumental in creating 
the company’s Industrial and Com- 
mercial Development Division. Later 
serving as marketing assistant to the 
vice president in charge of sales, Mr. 
Allen’s last position was that of gen- 
eral sales manager. 





At Houston Lighting & Power Co., 
effective on September 30, with the 
retirement of W. J. Aicklen, Execu- 
tive Vice President in charge of Op- 
erations, H. F. Staacke and John G. 
Reese will become Vice Presidents, 
and Vice President F. M. Austin will 
be assigned new responsibilities. 

As Sales Vice President, Mr. 
Staacke will supervise the company’s 
industrial, commercial, residential, 
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and farm sales operations, and the 
industrial development of its service 
area. He has been a member of the 
company’s sales organization since 
1929, and general commercial man- 
ager for the past 15 years. 

Named Vice President and Comp- 
troller, Mr. Reese will supervise the 
company’s financial, accounting, and 
customer service operations. Since 
joining the company in 1928, he has 
filled the positions of payroll clerk, 
internal auditor, assistant supervisor 
of accounting, chief accountant, as- 
sistant comptroller, and comptroller. 

Now Vice President in charge of 
sales, Mr. Austin will have the re- 
sponsibilities of supervisor of opera- 
tions of the company’s nine divisions 
and also the Purchasing, Right-of- 
Way, Rate and Research, and Adver- 
tising and Market Research Depart- 
ments. He has been with the com- 
pany since 1925, and became a vice 
president in 1941. 





Six officers, whose duties will ex- 
tend over both Jersey Central Power 
& Light Co. and New Jersey Power 
& Light Co., were elected at recent 
board and stockholders’ meetings of 
the sister companies. All were for- 
merly officers of one of the two com- 
panies. The move was part of the 
integration of operations of the two 
utilities. Those elected and their 
new positions are: William H. Mc- 
Elwain, Vice President in charge of 
engineering and operations; Howard 
B. Allen, Vice President in charge of 
employee and public relations; Ed- 
ward J. Ingram, Vice President in 
charge of sales; Robert R. Parker, 
Vice President in charge of accounts 
and finance; Jackson T. Murphy, 
Treasurer and Assistant Secretary; 
and Alfred Healey, Secretary. Clyde 
A. Mullen, Vice President of JCP&L, 
continues in that capacity until his 
retirement next year. 





A Catalog of 
EEI Publications 


is available upon 


request to: 


Edison Electric Institute 





420 Lexington Ave. 
New York 17, N. Y. 
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D. S. KENNEDY, President........ccecceeees Oklahoma Gas and Electric Co., Oklahoma City, Okla. 
J, Wes I FE PE i o.o 0eddnddcccdccsvctssevasedan Union Electric Co., St. Louis, Mo. 
Epwin VENNARD, Vice President and Managing Director...... 420 Lexington Ave., New York, N. Y. 
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A. B. Morcan, Secretary and Assistant Managing Director... .420 Lexington Ave., New York, N. Y. 


BOARD OF DIRECTORS 
(Terms expiring 1957) 


I iho swe MEDEA MwA aad ded BUR Sad tating Consumers Power Co., Jackson, Mich. 
i Di cA cue seine bbebiedewerdadaensend eahdeun Florida Power Corp., St. Petersburg, Fla. 
USE Me, 5s bass ah aan uGsaeswasercedcas fesapadeen The Montana Power Co., Butte, Mont. 
> Ae noc auncaecasdews a sas di at acide Baltimore Gas and Electric Co., Baltimore, Md. 
i ERs pd ashe sc aieae ae tae ousianasess The California Oregon Power Co., Medford, Ore. 
EN Ae IN Gos be io's 8s awd Ld Ive A we HERES SEES BE Boston Edison Co., Boston, Mass. 
OR RE enn ee ee Long Island Lighting Co., Mineola, N. Y. 
N,N ich et bbe osRbeOeesunensaweseengvges Commonwealth Edison Co., Chicago, Ill. 
es nd Fat Siclea asinine arsed ae Dialelewia- wale. a aineane Raman The Toledo Edison Co., Toledo, Ohio 
RAE RS shart de ohnainea nea Wibd syne dea wie The Connecticut Light & Power Co., Berlin, Conn. 
i a a adh ie a I Shr he ad a aR The Southern Co., Inc., Atlanta, Ga. 
Be tes oie awe aww aise eWdie AES as 204m dee siagdio Gulf States Utilities Co., Beaumont, Texas 
Wi Fe I eisai 0 Kd 00h 0/0 Reed ds DOMES SO Houston Lighting & Power Co., Houston, Texas 
AMEE CHIEN oon ccccccdcwsevescesvccses Southern California Edison Co., Los Angeles, Calif. 
a, Vs BSc i cca scccsccecsccsecarscsecsees ses Carolina Power & Light Co., Raleigh, N. C. 


(Terms expiring 1958) 


By Bi cc cenkndeneeseeseeesebeeeewns wen Central Power & Light Co., Corpus Christi, Texas 
Ay Bey ORS isn ce diverse bes enseeeveaseeasewe Rochester Gas and Electric Corp., Rochester, N. Y. 
DD) SCARE cis cooked 6 0-6 a00rd abies ae dma Cambridge Electric Light Co., Cambridge, Mass. 
Ek SM dicted sens easowred Consolidated Edison Co. of New York, Inc., New York, N. Y. 
Be os noi se Abide bS ENC ETAL S SERA BEES Florida Power & Light Co., Miami, Fla. 
Be Oe ee aie aren ecinn bead de swans ....Pacific Gas and Electric Co., San Francisco, Calif. 
Ti: tt AR ines wibesednbee enw se winnd dadeened Iowa Power & Light Co., Des Moines, Iowa 
ee ree The Cleveland Electric Illuminating Co., Cleveland, Ohio 
A BR, cirebandknsescssasceceean as wesw’ Public Service Electric and Gas Co., Newark, N. J. 
BA. S; SA PINORR ak oa 00 060d esac sccesswsea Central Illinois Public Service Co., Springfield, Ill. 
C.. TE, Cee iaadcdccssaosen eoeee---++++-+- Pennsylvania Power & Light Co., Allentown, Pa. 
i ee ne ...Indianapolis Power & Light Co., Indianapolis, Ind. 
i. Wi, ROBINSON 6 o.c vic cece cs vadewos vseneses« The Washington Water Power Co., Spokane, Wash. 
eg i gay inlaid ook ve Geek ea Alabama Power Co., Birmingham, Ala.. 
PEAMOED “TF ORMER i oiciccccacccsssecees American Gas and Electric Service Corp., New York, N. Y. 
(Terms expiring 1959) 
| TTT TTT Tree eer ee Tete Western Massachusetts Electric Co., Greenfield, Mass. 
Sty & 0) eae oe re Delaware Power & Light Co., Wilmington, Del. 
COUR. DF. PNR i dccnsdaricasesadacevcvans .... Wisconsin Power & Light Co., Madison, Wis. 
AGED IG oasis nk.goa oie 000008000 ee en a dene .. Northern States Power Co., Minneapolis, Minn. 
Ce. Be, oe vc aicin We ccce van seeegteeee Jersey Central Power & Light Co., Asbury Park, N. J. 
AS ie a RRR 6s a. 0.00 4: 400.6 dio 8 0.80. 6-08 0 F348 SSW s eS The Detroit Edison Co., Detroit, Mich. 
RS ere Ter ery Terr eT ree rrr. Peer re Public Service Co. of Colorado, Denver, Colo. 
AE. PIE. on cc kei cnvesccsd soe neeeeseas Niagara Mohawk Power Corp., Syracuse, N. Y. 
Ge I SwrdichaaetindecsecnKeannendeenedese ot The Empire District Electric Co., Joplin, Mo. 
i EE rg kein aesanWons0sseensd sa sROaTOd ss SEG West Penn Power Co., Greensburg, Pa. 
| ee ac ee ae ee gre Philadelphia Electric Co., Philadelphia, Pa. 
De, EL ak ckeeddedeesdesdess-sonweas ease Arkansas Power & Light Co., Little Rock, Ark. 
Re NN si Gas iste ev 0's AWN ve uablaok wtb AS ve da dela aie MiaMCRIR ate Ohio Edison Co., Akron, Ohio 
Te Es aa hid dwewend sane ee eeaneeene Southwestern Gas and Electric Co., Shreveport, La. 
i rrr eT ee rere rT ree Virginia Electric and Power Co., Richmond, Va. 


Executive Committee 


C. B. Delafield, T. G. Dignan, A.8. King, E. L. Lindseth, C. E. Oakes, Harold Quinton, 
R. G. Rincliffe, W. H. Sammis, L. V. Sutton 





EDISON ELECTRIC INSTITUTE OFFICERS AND COMMITTEES 
ADVISORY COMMITTEE 1956-1957 


Virginia Electric and Power Co. 
The Hartford Electric Light Co. 
The Cincinnati Gas & Electric Co. 

; Pacific Gas and Electric Co. 
Har.igE BRANCH, JR. ......----++> Georgia Power Co. 
W. L. Cis_er The Detroit Edison Co. 
T. W. DeLzeLy 
Eecan FH. Dimon... ......0. Middle South Utilities, Inc. 
Puiuip A. FLEGER Duquesne Light Co. 
Grorce M. GapsBy 
Wiis GALE 
J. E. LoisEau 
GeorcE L. MacGrecor 
J. W. McAFEE 

CHAIRMEN OF EDISON ELECTRIC 
ACCOUNTING 
Accounting Division Executive, R. G. SCHNEIDER 
Coordinator of Customer Activities Group, B. J. MCMILLEN 


Lyte McDonaLp... 
Paut B. McKgeg 


- Public Service Electric and Gas Co. 
Pacific Power & Light Co. 

New England Electric System 
Southern California Edison Co. 
Wisconsin Power and Light Co. 
Central & South West Corp. 
Consolidated Edison Co. 

of New York, Inc. 

Florida Power & Light Co. 
American Gas and Electric Co. 
The Dayton Power and Light Co. 
Texas Electric Service Co. 

The West Penn Electric Co. (Inc.) 
Wisconsin Electric Power Co. 

The Southern Co. 


W. C. MuULLENDORE 
Grover C. NEFF 

J. S. OsporneE 

H. R. SEARING 


McGrecor SMITH 
PHILIP SPORN 
Frank M. Tarr 


INSTITUTE COMMITTEES (1956-1957) 


Virginia Electric and Power Co., Richmond, Va. 
The Cincinnati Gas & Electric Co., Cincinnati, Ohio 


iy Memes. M. Ui WOUMONE 6 xs oc v0 6404660000004 0604 ne s0beseessenvesic Georgia Power Co., Atlanta, Ga. 


Customer Collections, W. E. ‘TRavis 
Customer Relations, J. W. KEHOE 


Coordinator of General Activities Group, A. P. THOMPSON...... 


Depreciation Accounting, P. K. Reap.... 
General Accounting, A. T. EMMONS.... 
Internal Auditing, R. E. Tate 


Plant Accounting and Property Records, A. C. HERRON....... 


Taxation Accounting, R. J. VAN Ess...... 
Coordinator of Special Activities Group, J. D. ELtiotr 


Accounting Developments Service, A. H. Kaern............. 


Accounting Employee Relations, J. F. MCCAHON........ 
A pplication of Accounting Principles, R. R. FoRTUNE.... 
Electronic Accounting Machine Development, RUSSELL 
Uniform System of Accounts, P. R. Lawson. 


COMMERCIAL 


Commercial Division Executive, T. ( 


). McQuIsTon. 
Commercial Sales Group, R. I. BULL Stari 
Farm Group, M. O. WHITHED 


Industrial Power &§ Heating oe 
Residential Group, RoperT L. 


Special Services Group, B. L. 


ENGINEERING 

Engineering & Operating Diz 

Electrical System & Equipment 

Hydraulic Power, L. B. Carp... 

Meter & Service, G. J. YANDA 

Prime Movers, J. M. Drisco.v. 
Transmission & Distribution, G. H. Frepwet 
GENERAL 

General Division Executive, J. W. McAFEE 
Accident Prevention, R. W. WHITE. 

Area Development, J. R. FREDERICK 

Atomic Power, E. H. Dixon. 

Awards, G. W. Ouster... ‘ed 
Electric Power Survey, A. S. “Gr ISWOLD <.6:604< 
Financing & Investor Relations, W. J. Rose. 
Industrial Relations, J. C. ARNELL. 
Insurance, R. D. ConsTABLe. 

Legal, J. M. Kempcan........... 
Membership, E. S. THOMPSON....... 
Purchasing & Stores, E. N. Scott... 

Rate Research, L. W. Frank... 
Regulation, J. E. Coretre 

Research Projects, E. H. Snyper 

Statistical, F. A. KEANE 


Pat LM. 


~ 


Technical Assistance ter va erseas Visitors 


BUMGARDN! 
Transportation, R. E. Hamgi 


, HARVEY 


Britt 


Camaadis ate 
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The Cleveland Electric Illuminating Co. 


The Cleveland Electric Illuminating Co., Cleveland, Ohio 


Commonwealth Edison Co., Chicago, Il. 
re Iowa Power and Light Co., Des Moines, Iowa 
..New York State Electric & Gas Corp., Ithaca, N. Y. 

West Penn Power Co., Greensburg, Pa. 

Kansas Gas and Electric Co., Wichita, Kans. 
Florida Power Corp., St. Petersburg, Fla. 
Consumers Power Co., Jackson, Mich. 

.. The Detroit Edison Co., Detroit, Mich. 
Alabama Power Co., Birmingham, Ala. 
Philadelphia Electric Co., Philadelphia, Pa. 

. Pennsylvania Power & Light Co., Allentown, Pa. 
.. Wisconsin Electric Power Co., Milwaukee, Wis. 
Pennsylvania Electric Co., Johnstown, Pa. 


-++++...++Metropolitan Edison Co., Reading, Pa. 
Ohio Power Co., Canton, Ohio 

Atlantic City Electric Co., Atlantic City, N. J. 

he Cincinnati Gas & Electric Co., Cincinnati, Ohio 
ia . Union Electric Co., St. Louis, Mo. 
Central Ili inois Public Service Co. , Springfield, III. 


lated Edison Co. of N. Y.., 
The Dayton Power 


Fu my 
, 


Inc., New York, N. Y. 
and Light Co., Dayton, Ohio 
Co. of Colorado, Denver, Colo. 
ctric Illuminating Co., Cleveland, Ohio 
1 Co. of N. Y., Inc., New York, N. Y. 
ea is and El lectric Corp., Rochester, N. Y. 


Service 


1 El le 
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-Union Eaeannie Co., St. Louis, Mo. 
> Co., San Francisco, Calif. 
. Wisconsin ‘fan > & Light Co., Madison Wis. 

. Middle South Utilities Inc., New York, N. Y. 
Duquesne Light Co., Pittsburgh, Pa. 

The Detroit Edison Co., Detroit, Mich. 

ric an Gas and Electric Co., New York, nN. Yu 

1 Edison Co. of N. Y., Inc., New York, N. Y. 
—Aeti Mohawk Power Corp., Syracuse, N. Y. 
onsolidated Edison Co. of N. Y., Inc., New York, N. Y. 
. The West Penn Electric Co. (Inc.), New York, N. Y. 
Long Island Lighting Co., Hicksville, N. Y. 

Wes tern Sisschunemn Electric Co., Springfield, Mass. 
The Montana Power Co., Butte, Mont. 

Public Service Electric and Gas Co., Newark, N. J. 
Public Service Electric and Gas Co., Newark, N. J. 
The Southern Co., Inc., Atlanta, Ga. 

.. The Detroit Edison Co.., Detroit, Mich. 

, Cleveland, Ohio 
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